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COMMODITY INVENTORIES OF THE COMMODITY CREDIT 
CORPORATION 


MONDAY, FEBRUARY 23, 1953 


UNITED STATES SENATE, 
CoMMITTEE ON AGRICULTURE AND FORESTRY 
Wasi D. ¢ 

The committee met pursuant to ¢ all, at 10:10 a. m., In room t, 
Senate Office Building, Washington, 1) C , Hecnactor George LD \ n 
of Vermont presiding 

Present: Senators Aiken (chairman), Young, Thye, Hickenlooper 
Williams, Schoeppel, Welker, Ellender, Hoey, Johnston, Ho 
Anderson, Eastland, and ( lements. 

The CHatrMan. The committee will 

We have called the officials of the Commodity Credit Corporation 
here this morning, and also members of the Grain Branch, PMA. 
The reason for this is that for some time we have been reading in the 
papers, as well as getting reports from the field, that the unloading of 


} | 
piease ( in order 


crain—specifically out-of-condition—on the market by the Commodity 
Credit Corporation has had an effect upon general market conditions 
and possibly general farm-price levels, which we are all interested in 

Therefore, in accordance with the vote of this committee in execu 
tive session last week, we have asked these officials to appear this 
morning to tell us just what the situation is in regard to this out-of 
condition grain that they have on hand. We have asked them to tell 
us how much they have of it, and what they intend to do with it and 
what they have been doing with it, and hope that the information 
which we may receive from them this morning will be of assistance to 
the members of this committee in making up their minds as to how 
farm programs can best operate; how farm prosperity can best be 
maintained and what is good for the country. 

John Davis, President of the Commodity Credit Corporation and 
Director, Commodity Marketing and Adjustment, Office of the Secre- 
tary, is the first name that I find on our witness list. You have a 
pretty good idea of what this committee wants to know? 

Mr. Davis. Yes, sir. 

The CHarrMaNn. Will vou make such statement as you think wil 
help us? 








a 


2 INVENTORIES OF THE COMMODITY CREDIT CORPORATION 


STATEMENT OF JOHN H. DAVIS, PRESIDENT, COMMODITY CREDIT 
CORPORATION, AND DIRECTOR, COMMODITY MARKETING 
AND ADJUSTMENT, OFFICE OF THE SECRETARY; HOWARD H. 
GORDON, ADMINISTRATOR, PRODUCTION AND MARKETING 
ADMINISTRATION; DREXEL D. WATSON, DIRECTOR, GRAIN 
BRANCH, PMA; AND WILLIAM McARTHUR, DEPUTY DIRECTOR, 
GRAIN BRANCH, PMA; UNITED STATES DEPARTMENT OF 
AGRICULTURE 


Mr. Davis. Senator Aiken, we have attempted to get together the 
story as well as we can. I have with me this morning Mr. Howard 
Gordon, who is the Administrator of PMA. He is going to analyze 
for you the record of PMA which we have with respect to stocks. 

We have also with us Mr. Watson, the Director of the Grain 
Branch; Mr. McArthur, the Deputy Director of the Grain Branch, 
and we have Mr. Loos, the Solicitor here, in case any questions come 
up of a legal nature 

The Cuarrman. If you want these men up here at the table with 
you, they may move up now 

Mr. Davis. I would like Mr. Gordon up here 

From the records that we have, the records that we have inherited, 
it is our desire to try to give you as complete a story as we can. 
We want to work with you and if we do not have the materials here 
today that you want we will try to get them for you. It is our desire 
to present the picture to you just as factually as possible without 
holding back any of it and without any effort to color it in any way. 

We want to help you obtain the facts. I would like to have Mr. 
Gordon analyze the situation as it is. 

The CuarrMan. We understand Mr. Gordon has been making a 
study of this situation since you were advised of this matter? 

Mr. Davis. Yes, sir. He and his staff spent several days on this 

The CyHatrmMan. If Mr. Gordon can tell the story better, let Mr 
Gordon proceed. 

Mr. Gorpon. Mr. Chairman and gentlemen, I have here the 
inventory list of the Commodity Credit Corporation inventories as 
of February 16, 1953, and I have them in sufficient numbers to pass 
around to the committee if they would like to have them. 

I should like to ask you, Mr. Chairman, if you want to discuss these 
beginning with cotton linters and going right on through, or if you 
want to take any particular section of commodities. 

(The matter referred to is as follows:) 
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Commodity inventories estimated as of Feb. 16, 1953 


Branch and commodity at j Approx at 4 t 
Cotton 
Cotton, upland I 19 SO) 2754 $39 
Cotton linters, 1951 6.4 ’ 8 
Cotton linters, 1952 i 4 83S $42 2 ) 
Dairy 
Butter 1 AS. OM 672 4 408. 00 
Cheese ) & t 


Milk, dried i 8 175 : ° 











Fats and oils: ? 
Cottonseed rude 952 4 1 84 
Cottonseed o efined, 19 ii x 
Cottonseed oil, refine 19 2 ‘ ) } 47,8 
Linseed oil 88 \ ORR ‘ 
Pear: :.ts, farme 18, OM 258 
Grain 
Bark Vv [ i e " 42 
Beans, dry edible hu » OOK g { 
Corn bus! 62. 4 (MK { ) 
Cottonseed cake and mea 6, 672 60. OOF 
Flaxseed bu { ( { WM 
iv 4 
4.4 i { 00 
4, OO1f " 
‘ I 24, (K { 8 OF 
t ' 
al store 
1 e “ 
t ? + 
( { T ) 1 0 
I ] RS OK M 
Not includir 0 bal A met Egy} 0,04 et h 
wccount he Secre VorA uiture | I ( 4 el \ ( 
2 Price per pound 
In addition CCC is obl ted to purchase approximately 203,220,000 pound lL re enting the 
estimated outturn from addit ii quantities of crude } } it f 
pounds net 
lion bulk barrel 
NOTE rhis report refl erating d taker based 
est tes Che off y e ( i ed 
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The CHarrMan. Inasmuch as the report is on the disposal of out- 
of-condition corn that prompted this hearing, in the first place I think 
we would want to hear about the out-of-condition corn. [am sure 
we want to know about all other commodities which the corporation 
may have on its hands also. We might not get to all of them this 
morning, however 

If you could put particular emphasis on the corn situation first, it 
would be helpful. What is the thought of the other members of the 
committee? 

Senator Wiiurams. I think we should stick to the subject of corn 

Senator ELLENDER. That appears to be the worst anyhow. 

Mr. Gorpon. Suppose we look at page 4 of the ditto sheet. We 
have in Commodity Credit Corporation bin sites in 11 of the Corn 
States 233,187,000 bushels of corn, of which 92 percent is grades 4 or 
better, and 8 percent grades 5 or sample grade. 

Senator WiituiAms. When did you grade that corn? 

Mr. Gorvon. Mr. Watson, that is in process of being graded all the 
time, is it not? 

Mr. Watson. We analyze the grain in the bins twice a year—in 
October and May of each vear. We draw a sample from every bin 
we have twice a vear. 

Senator Weiker. Is this the October one? 

Mr. Watson. Yes, sir. 

Senator WinuiAMs. Then you knew about this damaged corn last 
October? 

Mr. Warson. Yes, sir. 

Senator WituiAMs. You said nothing about it until just recently? 

The CuHarrMan. Does this relate to page 4? 

Mr. Gorvon. Page 4 of the report. 

Senator WinuiAms. Why did you not say something about this if 
you found it last October? 

Mr. Watson. We have been aware that some of the corn is going 
out-of-condition. We have that all along. 

Senator Wituiams. Was it October 1 that you first became aware 
of it? 

Mr. Watson. No, sir. We have known of it ever since we have 
had grain in the bins. 

Senator Wituiams. You did not report that to Congress, did you? 
Or did you? 

Mr. Watson. No, sir; not that I know of. 

Senator Wituiams. Was there any public statement made of that 
fact, that you had this amount of corn going out of grade? 

Mr. Watson. Not that I know of. 

Senator WiturAms. Was there not anyone down there that cared? 

Mr. Watson. Yes. We try to protect ourselves on the out-of- 
condition corn by marketing. 

Senator WituiaMs. That was protecting the Commodity Credit 
Corporation. How about protecting the taxpayers? Were you not 
interested? 

Mr. Watson. Yes, sir. We were of the opinion that the amount 
of corn we were marketing was not particularly affecting the market. 

Senator Wiiiiams. You declared 50 million bushels for last 
October. Was that 50 million out of grade corn? 
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Mr. Watson. No, sir. That was primarily good corn that anyone 
could buy from us. 

Senator WiLuiAMs. You were selling out of either end of the bin, 
good corn or bad corn? 

Mr. Warson. Yes, sir 

Senator WiiiriamMs. You still were not concerned about the bad 
corn at that time? 

Mr. Watson. Yes, sir. We are concerned about the bad corn 
We tried to move that regularly so that it would not get entirels 
out of condition. 

Senator WittiAms. When did you begin moving it? 

Mr. Watson. We have been moving it all along. ever since we 
first found we had some questionable corn 

Senator Wituiams. Thatiswhen? Five years? 

Mr. Watson. No | would Say probably in 1950 we first started 
moving the questionable corn 

Senator WiiuiaMs. The corn started going bad in 1950? 

Mr. Warson. Some of it 

Senator WittiamMs. What age corn was that? 

Mr. Watson. What was that? 

Senator Wiitrams. What was the ave of the corn that vou had 
on hand? 

Mr. Watson. This was the 1948 crop 

Senator Wituiams. And this was in 1950 

Mr. Watson. About that tim: 

Senator WILLIAMS (continuing). That some of it began going bad? 

Mr. Watson. Yes, su I do not recall the exact dat 

Senator Witiiams. How much of the 1948 corn do you have oa 
hand? 

Mr. Gorvon. About 70 percent of the corn in this inventory is 


1948 corn, and about 14 percent is 1949 corn. Very little is 1950 
Senator WitiiAMs. That is about 150 to 170 million bushels of 
1948 corn that you have on hand now Two vears ago it started to 


vo out of grade and rotten? 

Mr. Watson No, sir It started to vo out of crac We have 
very little rotten corn 

Senator Wittiams. When did it start going out of grade? 

Mr. Warson. I do not koow exactly I do not recall when we 
made our first sale of oft crade corn We have continual super ision 
on the condition of our corn 

Senator WiLiiAMs. But vou just said, if | understood you correctly 
that in 1950 vou discovered it was going out of grade and started 
selling? 

Mr. Warson. I estimate sometime in 1950 

Senator Wiiuiams. Two and a half years later you are just telling 
us about it and vou still have 160 million bushels of that corn on hand? 

Mr. Watson. 1948 corn 

Senator Wiiiiams. Were you in business before you went in the 
Government? 

Mr. Watson. In farming, ves, sir. 

Senator WiiuiaMs. Did you ever store corn 5 years on your farm’ 

Mr. Watson. No, sir. 

Senator Wiii1aMs. Could you store corn 5 years successfully on 
your farm? 


> 
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Mr. Watson. Yes, sir. It can be done. 
Senator WiiuiaMs. Do you say it can be done? 
Mr. Watson. Yes, sir. 

Senator WiiuraMs. Did you ever try it? 

Mr. Watson. No, sir 

Senator Wiiu1ams. Then how do you know it can be done? 

Mr. Watson. Because 90 percent of the corn in the bins today is 
in good condition. That corn is 4% years old now. I think that 
corn, with proper moisture content and good quality, can be placed 
in these bins and maintained for quite a number of years. 

Senator WiiurAMs. You said 90 percent of your corn is in good 
condition today? 

Mr. Watson. Yes, sir 

Senator Wiiirams. Thirty percent of that corn that you have on 
hand is newer corn, and only seventy percent is your old corn? Is 
that right? 

Mr. Watson. We estimate that 70 percent of the remaining stocks 
that we have on hand is 1948 corn. Of the original corn we took 
over when the loans matured, I would say 85 percent was from the 
1948 crop and about 15 percent from the 1949 crop. From the 1950 
and 1951 crops together we acquired about one-half of 1 percent of 
our present inventory. 

Senator WiiuiAMs. You put out a bulletin in 1951, on the 29th of 
August, in which you list your inventories of corn as 129,676,317 
bushels of corn on hand, with a footnote at the bottom, you say that 
you include 41 million plus of the 1950 crop, 87 million of the 1948 
and 1949 corn, and 818,000 bushels of 1948 or over 

You list in this bulletin 87 million bushels of 1948 and 1949 corn. 
How do you reconcile this with the fact you tell us now that you 
have 160 million bushels of 1948 corn? 

Mr. Watson. I do not know what that release is. 

The CHarrMan. What is the release? Who signed the release, 
Senator Williams? 

Senator WiuuiAMs. It is put out by the Department of Agriculturs 

Mr. Watson. This is a press release from the Department. It is 
not signed. 

The Cuarrman. Where from? 

Mr. Watson. From the Department of Agriculturs 

The CHarrMan. What office? 

Mr. Watson. I expect it originated in PMA 

The CHatrman. Where was it released from? 

Senator Wiiuuiams. Ralph Trigg, president of the corporation, is 
the one who puts it out. I think that is correct, is it not? At that 
time? 

Mr. Watson. Yes, sir. I think that is right 

Senator Wiiirams. How do you reconcile that statement with 
what you are telling us today? 

Mr. Warson. May I read this statement, Senator, to see just 
what it says here? 

Senator WiiutAMs. Yes. We can come back to it later. 

Mr. Gorpon. While he is reading it I do want to point out that 
92 percent of this corn is grade 4 or better and still has a storable life, 
we estimate a year or more. Eight percent is No. 5 or Sample grade, 
and that is very questionable for warm-weather storage and should 
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be moved. Kight percent, of course, would be in the neighborhood of 
20 million bushels. That includes No. 5 and Sample grade 

Senator Witu1amMs. How much corn have you sold in the last 3 
months? 

Mr. Gorvon. Mr. McArthur, do you have the figure for the past 
3 months on sales? 

Mr. McArruur. Between 15 and 16 million bushels. 

Mr. Gorpon. That is all grades? 

Mr. McArruvr. All grades, yes 

Mr. Gorpon. Between 15 and 16 million bushels, all grades, in the 
past 3 months. 

The CuarrMan. May I interrupt there? What percentage of that 
15 or 16 million bushels was Sample or No. 5 grade? I ask that 
because | made an inquiry the last of December and was told that 
practically all corn sold of No. 5 is Sample crade. 

Is that correct, Mr. McArthur? 

Senator ELLENDER. What is your statement, Mr. McArthur? 

Mr. McArruur. It would be just an estimate on my part but | 
would say 

Senator Wiuiiams. Why is it an estimate? You are here this 
morning to answer the question. Why do you not know how much 
you have sold and what you have sold? 

Mr. McArruuvr. It would be about a third of that amount. 

The CHarrMAN. Out of condition? 

Mr. McArruur. Well, Sample grade 

Senator Wituiams. Do you not have the figures with you this 
morning? Mr. McArthur, do you not have those figures here this 
morning with you? 

Mr. McArruur. I believe not 

Senator WiriuraMs. Will you bring them up to us tomorrow? 

Mr. McArruur. I will. 

Senator WiuuraMs. I would like to have them because that is what 
you were brought up here for today. I frankly do not see why you 
do not have them. 

Senator Youna. Mr. Chairman? 

The CHarrRMAN. Senator Young, I want Senator Williams to com- 
plete his line of thought first 

Senator WiiuiAMs. Go ahead. 

Senator Young. Mr. Chairman, | would like to pass around a 
sample of corn that was sent to me by a grain dealer from Brecken- 
ridge, Minn., which he purchased from CCC as Sample grade corn 
for $1.35 a bushel. It appears to me that there was no need to be in 
a hurry to dispose of this corn. 

[ would like to read a part of his letter because I think it touches 
on a part of our problem here. It is signed by Mr. Schuler, an ind.e- 
pendent grain dealer at Breckenridge, Minn. ‘The firm name is 
Schuler Grain Co.: 

We are a small independent operator but do a sizable merchandising of corn 
in our locality. The way the market has been in Commodity Credit Corporatio 
corn offered for sale in Minneapolis, we can buy this corn and ship it out 220 
miles and undersell our present loan price of $1.51 a bushel by 10 cents a bushel 
Chis corn originally comes from bins in northern South Dakota, or even som: 
from Richland County, N. Dak., or points just west of Wahpeton. This is just 
a local deal but it does show the mismanagement and stupidity of the whole 
process. The Commodity Credit Corporation will not sell direct to us so the 
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corn travels 450 miles and ends up 35 to 40 miles from its original destination 
and is sold back to the farmers who have cattle to feed. These same farmers 
have corn under loan at $1.51 a bushel. 

I am sending a sample of this corn to you to illustrate the quality of this corn. 
This was poorer corn than a lot of it, but I bought the cheapest corn to get the 


least money invested. This car graded Sample grade with 32 percent damage, 
bought at $1.35 a bushel in Minneapolis, freight paid. This was bought on the 


13th of January, which was a higher market than now. 
You realize that No. 3 corn has 7 percent damage, No. 4 has 10 percent damage, 


No. 5 has 15 percent and Sample grade has over 15 percent damage. The point 
I want to make is that the Commodity Credit Corporation claims they sell only 
the spoiled corn. That may be their excuse to get shipping orders but what they 


call spoiled corn any farmer can buy and profit by replacing their loan corn for feed. 

I would suggest that someone look in and see if it is absolutely necessary to 
sell all of this corn. If a person had samples of all the samples of the Com- 
modity Credit Corporation corn shipped to Chicago he could readily see if the 
same is taking place there as is taking place in Minneapolis. I also think the 
farmers need cheaper corn than $1.35 to feed 16-cent cattle. 

I believe in free enterprise and do not think the taxpayers’ money should be 
used to cut their own throats For fun, take the enclosed sample to Ed Thye, 
as he owns a farm, and ask him how badly the corn is damaged, what percent is 
spoiled. He probably will think as I that it is just as good as No. 1. Iam also 
enclosing a confirmation of the purchase so there will be no mistake of the damage. 

I do not see why CCC-owned corn is not available to the farmers 
in that area. Why is it shipped to Minneapolis, the Government 
paving the freight, and these people ship it back and resell it to the 
farmers? 

The CuarrmMan. Mr. Gordon, after you comment on this we will 
go back to Senator Williams’ questioning so as not to have whatever 
he is trying to develop completely broken up. 

Mr. Gorpon. I want to bring out the fact that involved in these 
sales in recent weeks is an order from South Africa for corn for human 
consumption. The standards on that are quite high. As long as 
that could be taken out of the bins and the grades definitely deter- 
mined there, there is no difficulty in filling the order. When that 
corn was exhausted and you had to turn to the country elevators 
then the trouble began and it developed that in the first shipments 
only about 15 percent of the corn was suitable for filling this order, 
which meant that the rest went on the market 

Senator ELLENDER. Why was it only 15 percent? Was that because 
of the deterioration of the corn? 

Mr. Gorpon. Partly because of deterioration and partly because 
of the high standards invoived in this contract. 

Senator ELLENDER. Commodity Credit Corporation did not have 
or§hand a sufficient amount to fill the South African order? 

Mr. Gorvon. Did not have it segregated. That situation has 
impwoved to the point where later shipments are running about 30 
percent suitable for filling this order. 

Seator HickenLoorer. Mr. Chairman, I would like to clear up 
this @egregation business. You mean you open a bin of corn and ship 
it, andl out of that bin, once it has been opened, only about 30 percent 
could be used to meet the standards, and 70 percent of it in that 
particu§ar allotment that was opened up for shipment could not meet 
the stamdards? 

Mr. Gorpon. That is right. 

Senatar Hicken.Looper. It did not mean that you did not have 
ample quantities of high-standard corn stored in the country? 

Mr. Gdrpvon. No, but it was not segregated. 
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Senator HickENLOorER. Could you not tell when you opened up 
the bin, how much of that corn would meet the standards or how 
much would not, by sampling, before you shipped? 

Mr. Gorpvon. I suppose Mr. Watson, you could, by sampling. Or 
Mr. MeArthur. 

The CHarrMan. For clarification, may I ask if the South African 
corn was all shipped after the Ist of January? 

Mr. McArruur. We started shipping last July. 

The CHatrMaAN. For further clarification, in connection with a 
remark I made awhile ago, on January 12 the Commodity Credit 
Corporation advised my office that they _ sold in October, No- 
vember, and December 8,172,000 bushels of corn, and a footnote 
indicates that it was practically all on ete taee corn. That is 
why I did not reconcile your statement of only about a third with the 
15,000,000 bushels sold through October being out of condition, when 
the report from your office indicates practically all of it was out of 
condition during those 3 months. 

Mr. McArruur. | expect that in that case we were reporting 
domestic sales. 

The Cuatrman. This would not include the South African sale? 

Mr. McArruur. The 15,000,000, as I remember it, would not 
include the South African. On this offgrade we sold, since October 1, 
to the end of January, 3,526 cars on the Chicago market, 1, 712 of 
these 

Senator HickENLOoPER. How many bushels? 

Mr. McArruur. It runs seventeen or eighteen hundred bushels per 
car on an average—1,712 were sample-grade cars. As to the 
South African, the greater part of that corn was taken from country 
elevators and it was bought into inspection. The good corn was 
sorted off and used on the South African contract. The other grades 
were sold on the market. 

Very little corn from the bins was sufficiently good to put on the 
African contract because only the very poorest corp Was removed 
from bins. In some instances we were just removing the tops, which, 
you know, spoil a little more quickly. 

Senator Wituiams. How do you store this corn? Shelled? 

Mr. McArruvr. All our corn is stored shelled. 

Senator Wituiams. You say the top spoils more quickly? 

Mr. McArtuur. Yes. In the bins the moisture will condense on 
the top layer. 

Senator ELLENDER. That is country bins? 

Mr. McArruaur. That is right. 

Senator Wituiams. Do you not find that when it starts, the heat 
generates from the bottom? Do you mean that you can skim off 
the top and get all the damaged corn and that corn on the bottom 
is in fairly good condition? 

Mr. McArruur. Oh, yes 

Senator WiiuiAms. I want to see that. 

Senator WELKER. I would like a little visit there. 

Senator WiuutiAms. I would, too. I have seen corn vO bad and 
know differently. 

Senator ELtenper. Mr. McArthur, are you familiar with the dif- 
ferent grades of corn? 

Mr. McArruur. Yes, sit 


5309 16—5: 
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Senator ELLENDER. There has been passed around for the Sena- 
tors to see, a sample, addressed to Senator Young from Robert 
Schuler. Will you take a look at this corn and tell us what is wrong 
with it, why it is offgrade, for the record? 

Mr. McArruur. I may not be that experienced. 

Senator Younac. This was purchased as Sample grade, among the 
poorest offered in Minneapolis. 

Mr. McArruvur. Ata quick glance I would say it is germ damaged, 
there are lots of black germs in the sample. 

Senator Wriurams. How much loss did you take on the corn you 
sold? 

Mr. McArruur. Offgrade corn? 

Senator Wixuurams. All of it. Of the 16,000,000 bushels you say 
you sold. 

Mr. McArtuur. I would say this, that we have sold Sample grade 
corn as high as straight No. 2 is worth on the Chicago market. 

Senator WiiirAms. Did you get all the money back on the 16 or 
20 million bushels that you had in it? Did you or did you not? 

Mr. McArruvur. We sell the corn on the market. It is sold well, 
considering the grade. 

Senator WiiuiAMs. I did not ask you that. I just ask you: Did 
you make or lose money on the deal and how much? 

Mr. McArruur. On the total we did not get the full market value 
out of it, on an average. 

Senator WituiAmMs. How much did you get? 

Mr. McArruur. Sir? 

Senator Wiiturams. How much did you lose? 

Mr. McArruvur. This Sample-grade corn sells all the way from the 
equivalent of No. 2 down to maybe 15 cents discount per bushel 

Senator Wiuuiams. I asked you how much you made or lost on the 
corn that you sold in the last 3 months? 

Mr. McArruur. On the total? 

Senator WiuiiAMs. Yes. 

Mr. McArruur. I could not answer that. 

Senator WiLuirAMs. Do you not have that figure? 

Mr. McArruur. It would take an awful lot of accounting to get it. 

Senator Wuriiuiams. Surely you determine on whether you ar 
getting your cost out of it or not. Do you not keep records of that 
kind? 

Mr. McArruur. The records are there but it would take an awful 
lot of work to compute it. 

The CuarrmMan. You know grain, so you know well enough as to 
grain you took over, the 1948 crop, and kept until the fall of 1952, 
whether or not you got the full amount of the Government investment 
out of it. 

Senator WiiuraMs. Did you lose $20 million on that corn? 

Mr. McArruur. No, 

Senator WiturAMs. Did you lose $10 million? 

Mr. McArruur. On the 15 million bushels? 

Senator WruuraMs. Yes. 

Mr. McArruur. No. 

Senator Witurams. Did you lose $5 million? 

Mr. McArruur. I would say that probably an average of some- 
where about 6 to 9 cents a bushel, probably, less. 


INVENTORIES OF THE COMMODITY CREDIT CORPORATION 15 


Senator Wiitu1Ams. Did you lose $5 million on it? 

Senator ELLenper. Nine cents a bushel times 16 million bush- 
els 

Senator WiiuraMs. That is $1,500,000. Would you say you lost 
below $2 million? 

Mr. McArruur. I think it would be safely below $3 million 

Senator WiiuiAms. Will you bring up the exact figure and show us 
what it is? I would like to have the exact figure, Mr. Chairman, right 
to a penny, how much we lost on this transaction. 

The Cuarrman. I see no reason why the committee should not have 
those figures to show what that corn stands the Government and what 
was received for it. 

Senator Wiriuiams. That includes freight, handling costs, and every- 
thing. I want to know exactly how much is loss to the taxpayers 

Senator Horny. Covering what period? 

Senator Witurams. For the period of the 16 or 20 million bushels he 
is talking about—that he sold. 

Senator Jounson. November, December, and January. 

Senator WintuiAmMs. Yes. The last 4 months. It seems to me that 
as the head of the Grain Branch you should know whether or not you 
are losing money, and if you do not it is time we found out. ; 

Mr. McArruvur. You want that computed against the origina 
loan value? 

Senator WiLtrAms. Computed 





against the total investment that we 


have in the corn and then take all vour storage charges, transportat 
handling charges, everything out of it, and figure out the net receipts 


. I 
thus showing the actual loss. 


Mr. McArruur. Senator, we have no way of knowing which crop 
it came from—1948, 1949, or 1950. 

Senator WiriutamMs. Surely you have a way of knowing how much 
that corn cost you? If you do not, we will look that over, because 
that is interesting. 

Mr. McArrtuur. The estimate that I gave you was what we lost 
compared to the market as it was sold. 

Senator WiuurAms. Then go back and give it to us again as to what 
we lost as an investment in it, if that will change the figures. Tell us 
what you lost. That is what I want. 

Mr. McArruvr. Senator, I am sorry, but it would be practically 
impossible to compute it without making some accounting assumptions 
such as “first in, first out.” This corn from each crop loses its 
identity. There have been times when corn from three different 
crops have been delivered on the same day from the same farm 

Senator Wittiams. How much difference is there in the cost? 
You can put that in. Surely you know what you are moving. Do 
you not know whether you sold 1948, 1949, or 1950 corn? Maybe 
that is why we are mixed up. Maybe you do not know what you are 
doing. 

Mr. McArruur. We do not know whether we are selling 1948 or 
1949 corn. 

Senator WixtiiaMs. Is it impossible that this 20 million bushels of 
corn that you say you sold, and to which Senator Aiken called atten- 
tion, could all have been 1951 corn? 

Mr. McArruur. No; that is not possible. 
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Senator WitiiaMs. Then, how do you know it is not possible if 
you do not know the idenity of it? 

Mr. McArtuur. When we take corn in, even from the farm, we 
may be taking at least from two crops at the same delivery, and corn 
from two or three crops may be delivered to the same elevator in the 
same day. 

Senator Wittiams. Do you not have a record of how much it is, 
how much you have loaned against, and which crop it is? 

Mr. McArruur. No; we do not. 

Senator WitiiamMs. You do not have any record? 

Mr. Watson. We maintain, in our Fiscal Accounting Division of 
PMA, the average unit cost. At this time we are figuring $1.60 a 
bushel as the amount of money that Commodity Credit Corporation 
has invested in the corn we own. That is a Fiscal Accounting figure. 

Senator WittiamMs. Do you know how much you received for this 
corn that you sold recently? 

Mr. Watson. We do not know necessarily in W ashington but we 
do have the figures in the Commodity Office, exactly 

Senator WituiaMs. You can produce that figure? 

Mr. Watson. Yes, sir. 


(The information requested is as follows:) 











Accounts of CCC with re spect to corn sales in first 2 quarters of fiscal year 19453 
[Costs of sales are determined on the basis of average cost per bushel by crop-year on a first-in first-out ba 
lulv 1 Oct. 1 
Sept. 30, 1952 Dee. 31, 195 
Bushels sold 22, 800, 282 14, 091, 044 
( totsa $40, 647, ISS. 23 $26, 216 
Realized program gain or k 63, 071. 28 ? 846, O48. 81 
alized pros gain or | 2 
Cost of sales per bus i 1. 783 1. 861 
Realized program gain or k per bushel sold 003 202 
1 Includes loan charge-offs and other program costs and adjustments which are charged to the program 
but not rec 1 gh in tory account 
Che higher cost } iin the Oct. 1-Dec 1, 1952, period as compared with the earlier per 
accounted for b and carr lg charge ind by the fact that in the earlier period higher 
percentage of sales v binsite and thus involved no transportation charge 





The CuarrMan. The Chair would suggest to the new Commodity 
Credit Corporation board that they start keeping records so that we 
can get this information from them, because it is not going to be too 
many months before we will be asking for that information. Just asa 
suggestion I would advise the Commodity Credit Corporation to start 
keeping records. 

Senator ELLENDER. Do you mean of that portion purchased? 

The CuHarrmMan. Of costs and receipts when they sell. I, for one, 
don’t expect the Commodity Credit Corporation to be in the business 
of making money. They are in the business of stabilizing farm price 
levels, not to make money. It is no disgrace to lose a million dollars 
if they achieve the objective in so doing. But I do think that this 
committee has every right to expect accurate records from the CCC. 

Senator JoHNnsTon. Is it not true that when the Commodity Credit 
Corporation takes in corn at different levels they commingle the corn, 
and there it is in the bins from time to time, and they paid different 
prices for it. Is that not true? 
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The Cuatrman. I do not know. I think this committee should be 
concerned Ww ith a release issued 2 vears ago show ing 70 million bushels 
of 1948 corn on hand and as of today twice as much of that same 
year’s crop on hand. 

Senator THyr. When was this corn of which we have this sample 
package sold by the CCC? 

Senator Youna. Mr. Chairman? 

The CHAIRMAN. Senator Young submitted that sample senator 
Thye, 

Senator Youna. This was purchased by the Schuler Grain Corp. of 
Breckenridge, Minn., on the 13th of January at $1.35 a bushel in 
Minneapolis 

Senator H1cKENLOOPER. 1953? 

Senator Youna. Yes 

Senator THyr. You mean they purchased it or was it sold? I did 
not quite understand the Senator 

Senator Youna. | will give you the sales slip. They purchased it 
in the Minneapolis market for $1.35 a bushel, and it was Sample grade; 

Senator Ture. That is the sample. I have not been privileged to 
be present at all of the hearings 

The CHaAiRMAN. Senator Thye, will you proeeed? The Chau 
would like the room a little quieter so that the reporter may get 
accurately what is said 

Senator Toye. Mr. Chairman, the question that I wish to ask is 
this: Have we the information as to whether this is a composite 
sample of all of that corn, or might this just be one sample caught from 
a spout when the corn was moving? You might catch a good sample 
from one section of a carload, whereas another may bave the moldy 
corn and so forth. If this is a composite sample of a grade volume of 
this corn, then it is an obvious thing that someone made a splendid 
purchase, because this is fairly good quality corn, in tbe firmness of the 
kernels, lack of mold, and absence of rancid flavor to the kernel 
If this was sold as sample corn, somebody got a terrific bargain from 
the CCC. 

The CHarrman. Mr. McArthur indicated that it was a Sample 
erade because of germ damage In other words, it could be con- 
sidered damaged for seed purposes but not for feed We know it 
would not be used for seed anyway, of course 

Senator THyr. You would never expect to go and buy corn from 
a warehouse, or from the CCC, as seed corn That is unheard of 
If anvone contended anything like that, he would be drawing on his 
imagination and would be trving to have us use our imagination 

Senator E_ttenper. Mr. McArthur did not so testify 

Senator THyr. | was considering the sample from the standpoint 
of feed corn 

Mr. McArruvr. Senator, every dav that we have been sellin 
corn, Sa aple crades like that would probably sell within 2 or 3 cents 
of Standard grade on the Chicago market due to low moisture con- 
tent 

Senator Ture. This was off more than 2 or 3 cents his was sold 
at $1.35. $1.35 was the price on this corn at Minneapolis 

Senator Youna. Would vou vield, Senator Thye? 

Senator Ture. I would be delighted. 
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Senator Youna. Mr. Schuler told me that he tried to purchase 
corn from the CCC stocks in Breckenridge in September for $1.70 a 
bushel, and they would not sell it to him. Now it is being disposed 
of in the Minneapolis market, and he bought this at $1.35 a bushel, 
and CCC paid the freight on it. 

Senator Tuyr. In other words, the corn had been shipped from 
some concentration point, whether in southern Minnesota or the 
Dakotas, to Minneapolis, freight charged, or freight paid, plus the 
freight again on the corn back out here to Breckenridge, Minn., and 
then sold at $1.35? 

Senator Youne. No. He purchased it at Minneapolis for $1.35. 
I gather that he paid the freight back to Breckenridge 

Senator Tuyr. The freight would have been paid on the corn from 
whatever point it was shipped from to the Minneapolis terminal, plus 
commission fees on top of it. 

Senator Young. That is right. I would like to ask a question at 
that point, if you are through, Senator Thye. 

Senator Tuysr. I am through. 

Senator Youne. Do you have the sales by month for the last 6 
months of the CCC corn? Do you have those? 

Mr. Watson. Yes, sir. 

Senator Young. Would you give them? 

The CHarrMan. Do you have those handy? 

Senator Younec. Will you read them for the record? 

Mr. McArruur. Monthly sales? 

Senator Youna. Yes, sir. 

The CuarrMaANn. Going back to where? 

Senator Youna. July 1. 

The CuarrMan. From July to February’ 

Senator Youna. Yes. 

Mr. McArruur. In July we sold 3,997,000. 

Senator ScHorpPe.. July of which year? 

Mr. McArruur. 1952. In Avgust, 8,726,000; September 
10,077,000; October, 7,408,000; November, 3,623,000; December, 
3,061,000: January, 1953, 4,959,000. 

Senator Youne. What is estimated for February? 
that figure? 

Mr. McArruur. I do not. 

Senator ELLENDER. Would that include corn sold on the farm back 
to the farmers? 

Mr. McArruur. It would, if there was any. 

Senator Younc. Was that corn out of condition, all of that? 

Mr. McArruur. No. ‘This is total sales. 

Mr. Gorvon. Including export? 

Mr. McArruur. Yes. 

Senator Youna. Apparently the rate of sale accelerated in Febru- 
ary. In the first 2 weeks of this month nearly 60 percent of all the 
corn received in the Chicago market was from CCC stocks. 

Mr. McArruur. During the last half of January and early Febru- 
ary it was relatively heavy because we were moving corn from country 
elevators to meet the South African contract. 

Senator Youne. Why not sell this corn to the farmers in the are: 
where the corn is stored? 


» 


Do you have 
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Mr. McArruur. Senator, that is a very good question. We 
found it very difficult to sell offgrade corn where it is located locally, 
either to farmers or local elevators. We have, with a ereat deal of 
difficulty, set up procedures, particularly in Missouri and South 
Dakota, to accomplish that. We are never able to make very many 
sales. We find that by far we get the most money, the highest price 


out of shipments of offgrade corn to the terminal markets, particularly 
to Chicago 

Senator YounG. We had a considerable drought in my State last 
vear and quite a lot of corn was stored, particularly in the southeastern 
part. There will be a need for that corn this year Does all of that 
have to be shipped to Minneapolis and back again? Cannot some 
means be worked out of selling it directly to the farmers and saving 
all that freight haul? 

Mr. McArruur. Of course, when we sold that corn at our minimum 
legal price, we didn’t have any difficulty But when you come to 
sell offgrade corn, and when the market is below our legal minimum 
price, it is rather difficult to accomplish those sales 

Senator Youne. Can you not take samples of that corn down to 
the Minneapolis market and have it graded and the price at which it 
would sell determined? I can send a sample of wheat down there, 
for example, and they will tell me within a cent or two what it will 
bring. 

Mr. McArruur. Yes, Senator; we have done that in the case of 
Missouri and South Dakota, and we will be glad to do it in other areas 

Senator Youna. I hope you do. 

Senator Witt1ams. Do you have any idea of the amount of corn 
that you sold in the first half of 1952, from January to July? 

Mr. McArruur. I can give them to you by months, if you would 
like to have them. 

Senator WiturAMs. Yes, beginning January 1952 

The CHarRMAN. | have some figures here showing the amounts sold 
for the vear. It is listed as export, column 2 just giving bushels sold, 
and column 3 being nonstorable corn sold. Then it totals those 
three classifications. What is meant by “nonstorable corn,” of which 
there was 40 million bushels sold from October 5, 1951, to September 
26, 1952? What is meant by nonstorable corn in that connection? 

Mr. McArtuur. That means grades 4,5, and Sample grade, pre- 
dominantly. 

The Chairman. That you would not restore‘ 

Mr. McArtuur. That is correct, but there have been some 3’s and 
possibly 2’s that we haven’t been able to store because the warehouse- 
men would not accept them. 

Senator Tuyr. Why would not a warehouse accept a No. 3 or 2? 

Mr. McArtuur. They recognize it as old corn 

Senator Toye. It came in under that quality? 

Mr. McArruvr. That is right. 

Senator Tuyr. And they would not touch it? 

Mr. McArtruur. We have experienced a lot of that It has been 
very difficult to get some of this corn stored. 

The CuarrMAN. Now will you answer Senator Williams’ question? 
I simply wanted to identify the different classes 

Senator WiiurAMs. I would like to have those sales of corn for the 
first half of the year broken down by months, beginning with January 
1952. 


) 
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Mr. McArruvur. 11,674,000 in January; February, 5,984,000; 
March, 8,320,000; April, 10,110,000; May, 11,669,000; June, 29,015,- 
000; July, 3,997,000. I gave you those figures. 

Senator HickENLoopER. We have everything except the estimated 
sales for February of this year 

Mr. McArruvr. They would run less than January. They would 
be between 3.060.600 and $ OCO.000 bushels, probably 

Senator Wituiams. During the last half of 1952 about 70 percent 
of it was sold in August, September, and October, is that right? 

Mr. McArruur. Beginning with July 1? 

Senator Wituiams. Counting the last half of the vear’s sales 

Mr. Mi ARTHI R. | expect that is about the way it wo ld fic Ire out 

senator WILLIAMS Is not September, October and Novembe} 
right in the harvest season? fs not that a bad time to market it? 
Did vou think the fact there was an ¢ leetion coming up on Nove mbe! 
4 had anything to do with the increased sales there? 

Mr. McArruvr. | think we have a table that shows that quite 
portion of that was sold at the legal minimum price 

Senator ELLeENnpER. You did not have the election in mind when vo 
sold it, did you? 

Mr. McArruur. We certainly did not 

Senator Exuenper. Of course not. That is poppycock 

Senator WituiAms. Then do you think you will get your money 
back out of those 25.000.6600 bushels? 

Mr. McArtuur. | do not know that I understand your question 

Senator Witutiams. How much did you lose on that 25,600,000 
bushels that vou sold in the preelection period? 

Mr. McArruur. I would say that we didn’t lose very much in that 
period. 

Senator WiiuiaMs. Will you get the figures on that for us? 

Mr. McArruur. If it is possible; yes 

Senator WriuiaMs. Surely it is possible. You put out a monthly 
financial statement and you report your losses. The losses that you 
report in that monthly financial statement, are they accurate or are 
they just guesses? 

Mr. McArruur. I will take that up with fiscal. 

Senator WiLiiAMs. You put out a monthly financial statement 
I know. I have seen it many times. In that you show your losses 
broken down by commodities. Is that an accurate statement or is 
it just a guess? 

Mr. McArruur. I assume it is accurate. 

Senator WiiiiaMs. If it is accurate, you can tell us how much you 
lost on these sales, can you not? 

Mr. McArrtuur. I think so. 

Senator Wiiuiams. If you cannot then your statement is not ac- 
curate. Is that not true? 

Mr. Watson. I think we can give you the figure for 1952, Senator 
We can furnish it to you. 

Senator Writiams. To get back to the former question of these 
press releases, how do you explain the press release to which I referred, 
August 29, 1951, put out by Mr. Ralph Trigg—TI assume it was put 
out by Mr. Trigg—in which they say “‘Price-support operations in two 
commodities accounted for the bulk of the loan total. These com- 
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modities, the quantities of collateral pledged, and the loans outstanding, 
were as follows 

Corn, 129,676,317 bushels, $179,891,554. (Includes, in addition to 41,764,52 
bushels of 1950 crop corn, 87,093,374 bushels of resealed 1948 and 1949 er 
and 818,422 bushels of 1948 and 1949 erop 
sealing.) 

Mr. Watson. That figure of 129 million bushels is the amount of 
corn on which CCC had loaned to farmers, and the loans were still 
outstanding, had not vet been redeemed 

Senator WiiuramMs. Then it does not include your inventories? 

Mr. Warson. Does not include the inventories, only the amount of 
corn on which we loaned money 

Senator Witiiams. That is the custom when you read these reports, 
is that che way we are to understand it? 

Mr. Watson. Yes, sir. 

Senator WiLuiAMs. I want to refer you to another document that 
was put out just exactly 1 year before, August 24, 1950, by the same 
department. I will read this language: 

Price-support operations in four commodities accounted for the bulk of the 
loan total. These commodities, the quantities of collateral 
outstanding, were as follows: 

I might say that is identical language, word for word: 

Corn, 413,617,991 bushels, $538,125,192 Includes in addition to 299,730,645 
bushels of 1949 crop corn, 104,486,037 bushels of resealed 1948 crop corn, and 
9,401,309 bushels of 1948 crop corn in process of transfer to CCC inventories 





In other words, the footnotes are pretty much the same reference 

Mr. Watson. In what vear is the 413,000,000? 

Senator Witiiams. 1950 (ugust 24, 1950, and it states that it is 
the status of the CCC price-support program as of June 30, 1950 
Your price-support program includes your loans to corn and your 


inventories, all combined Is that not true? 
Mr. Watson. That again includes only the total amount of corn 
on which we had loaned money. In 1950-we had resealed for 1 yea 


the 1948 crop, and we then resealed it again for the second year 

Senator Winirams. At the time it was resealed in 1950 it was 
included in this 413,000,000 bushels, is that correct? 

Mr. Watson. I assume that is correct 

Senator Wituaims. Where was it a vear later, August 29 50 
when you told us that vou had 129,000,000 bushels? 
it, gotten rid of it or what had you done with it? 

Mr. WATSON No: it was the amount that was under loan on the 
resealed program 

Senator Wiutuiams. What changes had been made in the status of 
that 1948 corn in 1951, different from what it was in 1950? 

Mr. Warson. I suppose most of the corn had been liquidated and 
deliveries had been made to bin sites 

Senator WiuuiAms. It could not have been because you still had the 
corn on hand. You just now told us that you had 168 million bushels 
of 1948 on hand. 

Mr. Watson. This, Senator, is the amount of the money that had 
been loaned on corn which had not yet been delivered to Commodity 
still on the farm. 

Senator WiiiiAMs. It does not include inventories at all? Do you 
mean to tell me that this figure does not include inventories? 


Had you releas 
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Mr. Watson. Does not include inventories. 

Senator Wiiiiams. And it is not so intended? 

Mr. Warson. No. 

Senator WiiurAms. Then why did you put your inventories in here 
in the year before? 

Mr. Watson. I do not believe that includes inventories. I would 
like to look at that again, if | may. This footnote says: 

It includes in addition to the 299 millions of 1949 corn, 104 million bushels of 
resealed 1948 corn, and 9 million bushels of 1948 corn in the process of transfer 
to CCC inventories. 

Senator Wiiiiams. Now read the footnote a year later and see 
where that corn is taken out. What did you do with the rest of it? 

Mr. Warson. Let me put it this way: On August 24, 1950, we had 
loans to farmers on 413 million bushels of corn not vet delivered to 
CCC. That was under loan, not owned by CCC. This is in addi- 
tion to the corn owned by CCC 

Senator WiuuiAMs. It had nothing to do with the 1948 corn? 

Mr. Watson. It had nothing to do with our actually owned corn 
as of August 24, 1950. 

Senator WruiiaMs. Your actually owned corn would represent your 
1948 corn? You would actually own that at that time? 

Mr. Watson. No, sir. Because it was resealed and we did not call 
loans on it. The farmer had the right to continue his loan for actually 
2 years more on the 1948 corn. 

Senator Wiiuiams. But a vear later, this amount of resealed corn 
1948, had dropped to 148 million bushels. 

Mr. Watson. Yes, sir. Some of that corn had been actually 
delivered to us in this 1-year period and other loans had been paid off. 
The amount under loan had dropped from 413 million bushels to 129 
million bushels. 

Senator WituiAmMs. You had 87 million resealed in 1951, and the 
rest of it would be in the 129 million figure; is that correct? 

Mr. Watson. Well, it states there the amount that was resealed. 
I do not recall the figure. It is in the footnote. 

Senator WituiAmMs. Do you think these two reports are accurate? 

Mr. Watson. Yes, sir. 

Senator WitiiAMs. And they were not put out with the intention 
of being misleading? 

Mr. Watson. No, sir 

Senator WitiiAms. Do you understand them? 

Mr. Watson. The only thing we are showing there is the amount 
of corn pledged to CCC, and the amount of money that had been 
loaned on it. 

Senator Wiiuiams. When you put out the press release, why didn’t 
you include the corn that you had under obligation as far as the report 
is concerned? 

Mr. Warson. On inventory, you mean? 

Senator Witi1AmMs. When you say that you are making a report on 
the price-support loans, price-support programs, including loans and 
inventories, does that not include everything, loans and inventories? 

Mr. Warson. Yes, sir. 


Senator WriuiAMs. That is what this says: 
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United States Department of Agriculture reported today that $1,766,748,000 
was invested in CCC price-support program loans and inventories as of June 30, 
1950. 

Then you say that the bulk of that is in 2 commodities, corn being 
129 million bushels. Why don’t you tell us what you have in corn 
if you have more than that some place? 

Mr. Watson. We assumed the bushels. What we Say there, 
one-billion-some-odd-million dollars invested in loans and inventories, 
but what was in loans on corn alone was 413 million bushels in 1950 
and 129 million bushels in 1951. 

Senator Wiiuiams. This statement that you are giving us this 
morning, 233 million bushels of corn, what does that include? Every- 
thing? 

Mr. Warson. That includes 1948, 1949, 1950, and 1951 corn 

Senator Witurams. Whether resealed or whatever, it includes 
everything? 

Mr. Warson. Yes, sir. This is own rship 

Senator WituiAMs. This is the ownership? 

Mr. Watson. Yes 

Senator Wituiams. Do you have loans outstanding on any other 
corn besides this? 

Mr. Watson. We have loans outstanding on the 1952 crop. 

Senator WitiiAMs. That is all? 

Mr. Watson. That is all, except maybe some late 1951 crop. 

Senator WiuuiAmMs. You would not have any on 1950? 

Mr. Watson. No, sir. 

Senator WiLiramMs. Why would you not have it on 19507? How 
are you so sure? 

Mr. Watson. We did not permit farmers to reseal 1950 corn. 

Senator ScHoEPPEL. I would like to clear up a question. 

The CuarrMan. Mr. Schoeppel. 

Senator ScHorerrpeL. Mr. Gordon, you mentioned a while ago 
that you took periodic samples of this corn, that your agency and your 
people were checking. I think you said you did that twice a year, 
once in October. How did those reports come in to your Depart- 
ment? In written, detailed form as to, let us say, assembly points 
in each State, and does it designate the farms as well as your assembly 
points in the storage markets? 

Mr. Watson. It is done this way: In each county in which we 
have bin sites, our representatives go out in October and May and 
draw samples from these bins and determine the grade and the con- 
dition of this corn in those bins. That is accumulated by bin sites 
within the county. We may have a half-dozen bin sites within the 
county. When that information is completed, it is sent in to the 
State office of that particular State. All the counties of that State 
report in to the State office. The State then assembles all the infor- 
mation on the one sheet so far as the State itself is concerned 

Then that report comes in to the Grain Branch in Washington 

Senator ScHoEPPEL. Does that show your different types of grades 
of corn as per the samples taken at that time? 

Mr. Watson. Yes, sir. 

Senator ScHorpreL. Then when it reaches your Washington office, 
to whom does it come? 

Mr. Warson. It comes to the Grain Branch. 
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Senator ScHorpreL. What does the Grain Branch do with it with 
reference to the Department of Agriculture’s top-flight men? 

Mr. Warson. That information is given to our superiors so that 
they are aware of the corn storage condition. 

Senator Scnorpre.. That would show, if accurately portrayed, the 
grades of corn from which samples were taken It would show the 
deteriorated corn in each of those bin sites sampled; would it not? 

Mr. Watson. Yes. 

Senator Scuorpret. That information would then filter from your 
farm bin sites to the county, from the county to the State, from the 
State to your Washington Department; then be assembled and broken 
down and laid on the desk of certain of your officias here in Washington? 

Mr. Watson. Yes. 

Senator ScHoreprpet. Am I correct in that statement: 

Mr. Watson. Yes. 

Senator ScHorpreL. From that it would be readily ascertainable 
by the officials of the CCC and the head officials of the Agriculture 
Department exactly how many million bushels of sample corn they 
had on hand that was deteriorating: would it not? 

Mr. Watson. Yes, we would know the amount of corn we had 
in each grade, 

Senator ScHorpret. What has been done about all of that sample 
grade or deteriorated corn? Is that what you were testifying to a 
while ago, that was dumped on the market in Chicago and some 
other places in an effort to get rid of it? 

Mr. Warson. Yes. 

Senator ScHorPpreL. Can we get accurate figures on that? Will 
that be included in your report to this committee? 

Mr. Warson. Yes, sir. 


(The information requested is as follows: 


, 


Grain summary re port for corn in CCC-owned bins Oct. 31, 1952, by arades 

State N l No. 2 N N 4 N S ¢ Pot 
Ilinoi ne 7, 921, 028 3. 370. 3 7, 033, 882 1, 900, 173 4, 8A6, 883 $3, 092, 331 
indiana 71, 71 91, 759 1,825, 0 4 44 O0, 652 704, 383 4, 239, O87 
Iowa 58, 560, 41 34, 136, O25 12, 822, 547 2 OR2Z. R86 4172. O00 $22 KOT LOS. 897. 366 
Kans 1, 264, 7 1, 0 82, 5l¢ 94 1, GO 9, 950 2, 128, S25 
Minnesota 13, 683, 380 4, 489, 818 2 { 2. 163, 650 78, 549 2R ) 23, 527, 890 
Missouri 163, 204 245, 32% ” $1 4 1), 438 160, 392 1, 498, 180 
Net : 625. 628 | 18, 2 Ole ) 249 72.8 1 604 2. GK 4. 047. 250 
North Dakota 446, 806 14 “ 174, 328 1 A 6, 207 RAL m2 190 
O} 632 1, O18 2 791 43, 028 17. 809 1,940 2 810. 104 
S Dakot 14, 693 2 R7F J ) 4 6. OF 67. 621 ) 857 »F » 
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Grain summary report for corn in CCC-owned bin by moisture content 
On \ 
f 
re ent t ' Pe Ove 4 Ps . : ; 
State percent ‘ ‘ ‘ ° ad ‘ lotal Dus 
j , 1 ( I t I eTit 1 ¢ rn 
i ‘ 
Illinois 22. 030, 547 66. f ® O91. 328 97. 2 9 70. 45¢ 9 
Indiana 3, 721, 614 | 87.8 5. Re 11. ¢ 51, 604 9 4 939. OR 
lowa 102, 389, 252 | 94.0 49] 19 1. 150, 623 l & 807. 366 
Kansas 2, 048, 168 6, 2 8 9 37 1. 700 IR. & 
Minnesota 22. 804, 9O5 ‘7 2.4 ) 15 RO 
Missouri 1. 462.240 | 97 1) ) t OK 108 18 
Nebraska 32, 947,009 | 96.8 1 107 | 24, 044 4, 047, 25 
North Dakota 104, 137 | 4, ON2 7 $, 971 $ 82, 190 
Ohio 2 142. 888 | 76 y 21.0 77. 201 27 9 4 
South Dakota 21 968 | 84.8 ® g 44 { 
Total 212. 058.818 | 89. ¢ x). 231. 901 g ¢ 4 296. 030 - 6. 586. 749 


Senator Wiuurams. Is that the 20 million bushels to which you 
referred? 

Mr. Gorpon. That is the information that was placed on our desk 
a few days ago at our request 

Senator WitiiaMs. Judging from the condition of that corn as it 
is placed on your desk, how much loss do you say we are going to have 
to take on that corn, that 20 million bushels? 

Mr. Gorpon. Can you give an estimate on that? 

Mr. Warson. Of course, it would be difficult to estimate in the 
future. As Mr. MeArthur told vou 

Senator Wittiams. Based on present market, from the standpoint 
of grading, how much loss do you think there will be? 

Mr. Watson. Mr. McArthur estimated 9 or 10 cents a bushel | 
think that is pretty cood. 

Mr. Davis. That is below the market 

Senator WituiaMs. This information was sent to the top command 
in Washington every 6 months. I notice that in these figures that 
Mr. McArthur just gave us you moved 86 million bushels of corn 
approximately in the first 6 months of 1952 and around 40,000,000 
in the last half. In the movement of that 120-some-million bushels 
of corn why did you not move that 1948 corn? Why did you not 
move your oldest corn first and then you would not have had loss? 

Mr. Watson. We are moving it 

Senator WitLiamMs. Maybe you are now. Why did you not then? 
Out of this 48 million bushels would it not have been just good 
commonsense to have moved your oldest corn first? 

Mr. Warson. It would have been. 

Senator WiiuiamMs. Then you will admit that they did not follow 
good commonsense practice in the marketing of corn? 

Mr. Watson. No, sir. 

Senator WiutuiaMs. You said it would have been good commonsense 
to move it? 

Mr. Watson. Yes, sir. 

Senator WiiuiaMs. Did you move it? 

Mr. Warson. No. 

Senator ELLENpER. Let him answer the question, Mr. Chairman 

Mr. Watson. I explained to you awhile ago that we made loans 
on the 1948 crop of corn. We also made reseals during 1949 on the 
1948 crop of corn. 
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Senator Scuorrret. Might I interject a question right there, 
Mr. Chairman? 

The Cuarrman. If it is pertinent. 

Senator ScnorrreL. When it is resealed do you resample it? 

Mr. Warson. Yes, sir. If it is farm-stored corn, we examine that 
corn as often as it is required. 

Senator Scnoorpre.. Then those records would be available? 

Mr. Watson. They are in the county office. 

Senator THyr. You would not reseal farmers’ corn if it was not in 
condition? 

Mr. Warson. No, sir. 

Senator Taye. You would reject it right then and there. You will 
inform the farmer that his corn is going out of condition at any time 
that an inspector makes a sampling and it is goiag out 0. condition. 
In that case you will immediately notify the farmer, and he has to 
satisfy his obligation right then and there? 

Mr. Watson. That is correct. We call the loan. 

Senator Tuy. Therefore, the farmer is not responsible for a break- 
down in this commodity. You never receive from the farmer any 
off-condition corn, because if you did the farmer was charged with 
the difference between the quality it was sealed under and the kind 
he delivered; is that correct? 

Mr. Watson. That is correct. 

The CHarrman. Now, Mr. Watson, I think Senator Williams had 
a pending question. 

Have you? 

Senator WiiuiAMs. Yes, sir. Let the witness complete the answer 
to the question. 

Mr. Watson. I think what the Senator means is, Why have we not 
segregated our different years of corn crops? 

Senator Wiiturams. No. I understand you do have it segregated 
on the farm and in the bins. It seems to me that you should have it 
segregated in your office so that you could call on the de livery of the 
1948 corn from the farm, even though the farmer has a bin with 1949 
and 1950 corn. You could move the 1948 corn without moving the 
1950. 

Mr. Watson. That is true of the corn on the farm. But the corn 
we are talking about now, Senator, is the corn that is in the bin sites, 
where all the farmers in the area have delivered the corn to the 
Commodity Credit Corporation bin site. 

Senator WiiuiAms. Then if you have 2,000 bushels of 1948 corn, 
when he comes in with the 1949 do you dump that in on top of the 
1948? 

Mr. Watson. We 

The Cuatrman. May I interrupt, just to keep the record clear? Is 
the corn commingled on the farm? Is it not segregated on the farm? 

Mr. Watson. It is segregated on the farm. 

The CHarrMan. It would not be commingled until it left the farm. 

Senator Youna. It would be against the regulations to do so. 

Mr. Warson. That is right. 

Senator Wiii1ams. When you store it in the warehouses, is it not 
stored separately? 

Mr. Warson. No, sir. It is commingled. 
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Senator Wituiams. In other words, you have the 1952 crop mixed 
with the 1948? 

Mr. Watson. Our warehouse receipt, issued by a country ware- 
houseman, may have been based on delivery to him of 1948 crop corn, 
but he himself, in performing the functions of his business, may com- 
mingle the corn and he may commingle 1948 crops and 1949 crops. 
I do not know what he would do. He would be responsible to us for 
the condition of that corn. 

Senator ScHorpPEL. May I ask a question? 

The CHAIRMAN. Senator Schoeppel. 

Senator ScHorPPEL. Would you commingle different samples and 
grades? Or would you commingle only that of like type of 
sample? 

Mr. Watson. I do not recall actually whether or not 1, 2, and 3 were 
commingled at the bin site. 

The CHarrRMAN. Can you answer that, Mr. McArthur? 

Mr. McArruur. The county committees try to store them sepa- 
rately if possible. ‘They may be on the bin site with only one set of 
equipment and may be storing 2’s and 3’s together. 

Senator Toye. Mr. Chairman, at this point I would like to ask: Is 
it not a fact that county committees have nothing but these so-called 
colonies of bins ranging from 1,000 to 2,000 bushels? 

Mr. McArruur. That is right. 


Senator Turse. They are not going to commingle a 


rrade or 


ereat deal of corn 
excepting as they ship out. The maximum of each bin is 2,000 bushels. 

Mr. McArruur. Three thousand now 

Senator Toye. It ranges from 1,000 to 3,000? 

Mr. McArruur. Where they use round bins, they are mostly 
3,000 bins. 

Senator Turn. And they have square wooden bins? 

Mr. McArruur. Yes, sir. 


Senator Toye. When you put that corn in vou are only vromg to 


put in two or three thousand bushels toa bin. Then, if you take it out 
nothing but sheer carelessness would cause you to commingle 20 o1 

of those bins ranging from 2,000 to 3,000 bushels. That is the whole 
story. The county committees only have the colonies of individual 


bins. They do not have big warehouses under their control 

Mr. McArruur. No. 

Senator Toye. That falls into the category of the Commodity 
Credit Corporation. Therefore the county committee is usually 
absolutely innocent of any commingling. It has to be done after it 


gets into the hands of the Commodity Credit Corporation 


Mr. McArruur. As the county committees receive the corn from 


the farms, naturally it is put on the scales and sampled. It it does 
not grade 3 or better, if it is not below, say, 14 or 13% percent of mots- 
ture, they ship that grade of corn when possible and only store in thi 


bin sites the best 2’s and 3’s 

The Cuarrman. If grades 1, 2, and 3 were commingled how would 
they be sold? 

Mr. McArtuvur. They generally come out all 2’s in that case. 

The Cuarrman. They would be sold as the average grade for that 
lot? 

Senator Wiiurams. Mr. McArthur, did you say this corn is shipped 
to the public elevators and stored and commingled with other corn 
that the elevator operator might own himself? 
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Mr. Warson. He could do that. 

Senator Wituiams. When you enter into a storage agreement with 
X elevator is he under any obligation to guarantee that this corn 
will keep or is that at the risk of the Commodity Credit Corporation 

Mr. Warson. On a chemaidahia basis it is at the risk of the ware 
house. 

Senator WiiuramMs. Then you do not take any loss whatever on 
that? 

Mr. Watson. No, sir. 

Senator Wiiuiams. When you speak about the fact that you might 
be losing on 18 or 20 million of offgrade corn, you are speaking about 
the loss that you might have on your own corn which was not com- 
mingled; is that correct? 

Mr. Warson. There is some small amount of corn in country 
warehouses that due to storage conditions the warehouseman will not 
store that unless it went on an I[P—identity preserved— basis. 

Senator WiiuiAms. That is the 20 million that you are speaking of? 

Mr. Watson. No; not that much. 

Senator WiituiAMs. Whatever the figure might be. 

Mr. Watson. It might be a portion of it. 

Senator WiturAmMs. Then you can identify, if I understand you 
correctly, all of this offgrade corn for which the Commodity Credit 
Corporation is responsible and would have to take the loss? 

Mr. W ATSON. If it is stored commercially we can identify it by each 
warehouse. 

Senator WiLiiams. You can identify it if stored on the farm becaus 

has never been commingled? 

Mr. Watson. On the bin sites. 

Senator WituiAMs. You can identify all your offgrade corn; is that 
right? 

Mr. Warson. Yes. 

Senator WiiurAMs. You could have identified it at any time in th 
previous months past. I go back to my original question. If you 
can identify this, why have you not disposed of it as time went along? 

Mr WATSON. We have. We have been disposing of the corn all 
along 

Senator WiiuiAMs. You have been disposing of it? 

Mr. Watson. Yes, sir. 

Senator Wiitiiams. That means that on October 31 this 8 percent 
or extra 20 million bushels of corn has gone out of grade in the last 4 
months; is that correct? 

Mr. Watson. It means that on October 31 the samples drawn from 
these bins indicated 8 million bushels sample grade corn. 

Senator WiuurAMs. Eight million bushels? 

Mr. Watson. Yes. 

Senator Writrams. That indicates the maximum that you had. 
What about the 20 million bushels? , 

Mr. Watson. We have 12 million bushels of No. 5. 

Senator WruiuiAMs. That, too, is identifiable in the same manner as 
the offgrade; is that right? 

Mr. Watson. By binsites: yes, sir. 

Senator WiuutAms. You took a sample in October 1952, your last 

sample. On April 1952 you took a previous sample. How much corn 
did you have offgrade then? 


9 
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Mr. Warson. I do not recall what that was 

Senator Wiiuiams. Had you disposed of all of that immediately 
after it was called to your attention or did you carry that over and 
dispose of it just nov 

Mr. Warson. Let me explain how this is actually done, Senator, 
in the binsite. As I said, we determine twice a year, samples, det 
mine as of October 31 the amount and grades of corn and moistur 
content on April 1. 

Senator WruurAMs. Tell us what you did on April 1952 sample? 

Mr. Watson. In April we also determine the amount of corn we 
had in the binsites which might be in danger of deteriorating becaus 
of high moisture content. 

Senator Witu1Ams. How much was that 

Mr. Watson. I do not recall what that figure was 

Senator Winuiams. Mr. McArthur, do you recall how much you 
had in April? 

Mr. McArtuur. No, sir. 

The CHairman. Will you furnish the records to show how much 
you had on hand on April 1 

Senator WiiirAms. Your usual date for sampling the co 

(The information is as follows 


») 


Grain summary report for cor CO Cio 
( 
1 I 

t I 
Illinois 95, 344. 742 g ; gn 4 
Indiat 3 O37 & 49 { 
low 117.9 ) g 
Kensis 2 1. 864 
Minnesot 19. 354. 986 g . ‘ 
Missouri 626, 878 ) R 
Nebr i 19 { 9 9 
North Dakota 131, 728 88.7 
Ohio 1. 889. 8] 64 4 , 172 
South Dakot 18. O81. 88 F 

t oe SZ, 4 s4 t j ‘ xO 


Senator Wiuuiams. I understand that of this figure it was all 
identifiable? ; 

Mr. Watson. By binsites; yes, sir 

Senator ELLENDER. Could he complete the answer to your question, 
Senator, as to the procedure that is followed? 

Senator WiuiAMs. Yes. 

Mr. Watson. We have, for example, in the county, so many bin- 
sites. The county committee is responsible for the condition of the 
corn in the binsites. They have bin supervisors and employees who 
are continually watching this corn. As a bin of corn appears that it 
can no longer be stored safely, let’s say the bin is heating and it is 
imperative that we move this corn at once, the county committee 
asks for shipping instructions from the Commodity Credit Corpora- 
tion Office. The Commodity Credit Corporation Office issues shipping 
instructions, and this corn is loaded out and moved to the terminal 
market, where we dispose of it on the basis of official weights and 
grades. 


80916—53—+—5 
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Senator Wiitiams. Under your contract, how long do you have to 
give shipping instructions after you are notified by a farmer or the 
warehouseman that the corn is going offgrade? How long do you have 
to give shipping instructions before you take the loss? 

Mr. Watson. You are speaking of the commercial warehouseman? 

Senator WiuurAMs. If there are different rules, then in either in- 
stance. 

Mr. Watson. In commercial warehouses, he puts us on notice. 
It is a matter of agreement between our Commodity Credit Corpora- 
tion Office and the warehouseman as to when the corn will actually 
move. In the case of binsites, the county committee notifies the 
Commodity Office and they issue shipping instructions just as soon as 
it is possible to do so. I would say the county committee would be 
instructed probably within 4 or 5 days or a week to start loading that 
corn out. I would like to call to your attention that, while we are 
talking of millions of bushels of sample grade of corn, there are only 
3 or 4 million bushels of this corn that we are concerned about that 
we are anxious to move due to further deterioration. 

Senator WiiuiAMs. What will happen to the other 5 million if you 
carry it another year? 

Mr. Watson. Some of it we can store for another year, even 
though sample grade. It is sample grade primarily on account of 
broken kernels probably. 

Senator Witutiams. When did you break those kernels? This is 
1948 corn. 

Mr. Watson. Some may have been broken when we received it, 
and we have screened our corn and moved it from one bin to another. 
We have aerated it and attempted to keep it in condition. As we 
move the corn, the kernels break. 

The Cuarrman. Mr. Davis has something to contribute at this 
point. 

Mr. Davis. I would like to make a comment at that point. We 
are giving serious thought as to what we ought to do to the corn, 
not only the 4 or 5 million bushels but the 20 million bushels. We 
feel that it is in the interest of the public to preserve the feed value 
that is in that corn now, also to minimive the loss to the t: ixpayer, 
and at the same time avoid depressing the market. The Commodity 
Credit Board has authorived the Commodity Credit Corporation, if 
necessary, to step in and buy some good corn to replace the bad corn 
that we are selling. 

In other words, the process of revolving the stocks. 

Senator Witiiams. That sounds reasonable. If you sell this 5 
million bushels of deteriorating corn and buy 5 million bushels of 
good corn, will you dump it in the 1948 bins so that a month from now 
you will not know the difference? 

Mr. Davis. No. It will be in warehouse storage. We probably 
would not buy the full 5 million bushels because the market will 
take some of the corn without depressing it. We feel that we want to 
dispose of this corn in a way which minimizes the deterioration from 
here on out—even if we have to step in and buy some to offset pressure 
on the market. 

Senator WituraMs. If during the calendar year 1953, which we 
hope it will, the Commodity Credit Corporation was able to move 
another 120 million bushels of corn, which is approximately what 
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they moved in 1952, would it be your purpose to move the 1948 corn 
in its entirety and renew your stock level? 

Mr. Davis. I haven’t studied that carefully. I think we should 
move the corn that would be in greatest danger of spoilage. 

Senator WituiAMs. That would be the 1948 corn. 

Mr. Davis. Yes, or at least the major part would be 1948 corn. 

Mr. Gorpon. Any such quantity of corn as that probably would 
require 

Mr. Davis. You say we should be able to get 105 percent of parity. 

Senator WiiuiAmMs. During the last 12 months you did move 120 
million bushels of corn. Had you followed up the practice of what 
you just now admit would be good business practice, you would have 
moved all of the 1948 corn during the last calendar year. There is 
no reason, as | can see it, why you should not have moved it. 

Mr. Gorpon. Mr. Watson? 

Mr. Watson. It is desirable to move the 1948 corn first. 

Senator WituiAMs. Do you agree with Mr. Davis that, if you get 
good export business or good business this year similar to what you 
had in the last 12 months, you would move the 1948 crop in its entirety 
and clean it up? 

Mr. McArtruur. May I answer ’ at question? 

The Cuarrman. Mr. McArthur, if you can answer that, go ahead. 

Mr. McArruur. Whether it is 1043 or 1949 or 1950 doesn’t neces- 
sarily mean that the 1948 corn is the corn that is deteriorating the 
fastest. There are a lot of other factors that govern. For instance, 
the corn stored in Illinois and Ohio is higher in moisture to day than 
the corn stored in Iowa and Minnesota. 

Senator Wiiuiams. Mr. McArthur, I recognize that. The 1952 
corn can deteriorate—if this moisture content is high—in a matter of 
months. 

Mr. McArruur. That is right. 

Senator Wituiams. I am going back to this proposition. You 
have 18 to 20 million bushels which is offgrade now. We start with 
the assumption we are going to move all of that. In addition to that, 
if you are selling an extra 100 million bushels during the next calendar 
year, do you not think it is just good business practice to move, out 
of that 100 million bushels of good corn, all of your 1948 corn and 
have it newer and then move the 1949 and then the 1950, so that the 
corn that you have in the elevators re maining will be the newer corn? 
Do you not think that is good practice? 

Mr. McArruvr. Not necessarily. We would move the 20 million 
that there is some question about, first, regardless of what crop it 
may have come icon and then keep on moving the corn of the lowest 
quality. You will find when you are all through that we will be hold- 
ine, as the best corn, a lot of 1948 eorn. 

Senator WituiAms. When did you plan on getting all through and 
liquidating to the point that the C¢ ‘C will never have any corn on 
hand? 

Senator Tuyr. That is impossible 

Senator ELLENDER. Maybe this year when you get a severe 
drought in the Middle West. 

Senator WituiAms. That is right. But the point is that you do not 
plan that. So that the program that you have operating is this 
that you are going to buy all the corn in the country that is surplus— 
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store it in the mill and it goes bad—then you are going to let the 
farmers feed the rotten corn for the next 5 years. Why do you not 
move some vood corn before it foes bad? 

Mr. McArruvur. Mr. Davis just said that the Commodity Credit 
made provision where we can replace our stocks. 

Senator WituraAms. My point is: Are we going to continue this 
policy of next year getting 1948 corn and letting it be here for 7, 8, 
9, or 10 years. Where are you going to be concerned with the age 
of the corn? 

Mr. McArruur. We would like to have all of our present stock 
replaced with-new-crop corn. 

Senator Wintuiams. Will vou repeat that? You would like to have 
your present stocks replaced with the newer crop corn? 

Mr. McArruur. Yes 

Senator Witurams. That would be good business to do that as 
SOOn as you could, 

Mr. McArruur. If we could get new, storable corn. 

Senator Wiiuiams. If it is good business to do that, why would 
not it have been good business to have followed that procedure before 
and moved your 1948 and 1949; and, had you done that, as you sold 
this, all of your 1948, 1949, and 1950 corn would have been gone and 
you would not have anything in your elevators but 1950 and 1952 
corn. If it is good business today—Mr. Davis just said that is his 
program, and I think it is right—and you say it is good business, you 
admit that you have not been following good business practice before. 
Is not that true? 

Mr. McArruur. Senator, remember the 1951 crop was very low 
quality crop—wet and immature. It was not eligible for price sup- 
ports. We could have sold the greater part of our stocks during 
that year, but it would have further depressed the price of the 1951 
crop to the growers. So, we held back our stocks because the quality 
of the 1951 corn was not such that it could be put under price supports. 

It, was not like this year’s crop at all. 

Senator WriurAmMs. Did you bring down the price range of corn 
for the last 5 years? 

Mr. Davis. Yes. 

Senator Wriuiams. Do you have that chart with you? 

Mr. Warson. We have it from 1948. 

Mr. Davis. The line on the top is the formula for selling at 105 
percent of the current support level plus carrying charges. 

The CHatrMan. Mr. Davis, may I ask a question? Probably Mr. 
Watson can answer it best. Does the CCC ever blend low-grade 
corn with a higher blend for the purpose of getting a market for it? 

Mr. Watson. No, sir. 

The Cuarrman. You do not do that? 

Mr. Watson. It would probably occur in a commercial warehouse. 

The CuatrMan. That is, the CCC would sell weevily or sour corn 
at as good a price as it could get and that later could be blended by 
the purchaser? 

Mr. Watson. It could be. 

The CuatrMan. The reason I asked, apparently a good deal of that 
blend has been showing up in the markets this fall. 

Mr. Watson. We sell it in carloads on the basis of official weights 
and grades, whatever they may be. We make no attempts to blend 
No. 4 into No. 1 and come out with a No. 2 corn. 
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The CuHarrmMan. Whatever you sell you sell as is? 


Mr. Warson. Yes, sir. 


Senator EL.LeENpER. | have been sitting here for 1 hou d 45 
minutes trying to get information from the witnesses. I am now more 
confused than ever. Some Senators think the old corn should have 
been dumped on the market and others think it should have be: sold 
Mr. Davis has been there for some time Would vou be good ough 


to tell us if you have found anything out of order, 01 if you would ha 
done anything differently. 
Mr. Davis. We have had a new Con modity Credit ard tor 


a little over 2 weeks. We are in th process Of studying the situation. 
Here is what we have done. We have ordered a complete inventory 
of everything by the auditors, I believe as of January 31. It will be 
several months weeks, anyway befor we can get it We at in 
the process of trying to find out exactly where we are with respect 
to these stocks. The first action that we have taken is this authorizing 
of the purchase of corn if necessary in order to move these stocks out 


and at the same time protect the market from being depressed 

Senator ELLENDI R Were you able LO ind Whe ther or not corn was 
dumped for ulterior motives on the part of the CCC? 

Mr. Davis. No, sir 

Senator ELLeNprER. | didn’t think you would. There seems to be a 
thought around here that it was done for that purpose. 

The CHarrMan. You have not undertaken to determine the purpose 
for which it was done, have you? 

Mr. Davis. We are trying to get a more up-to-date picture of just 
Where we are on the physical inventories 
recently, now, than these October figures. 
have. 

Senator Wiiurams. It is my understanding that in your new 
program you were going to adopt the Poicy ol moving the oldest corn 
first. 


| ] 

I cannot tell you anvmore 
rw ; 
‘hose are the onlv ones we 


Mr. Davis. That which is in greatest jeopardy ol ing out of 
condition. 
Senator ELLENDER. Whether 1948, 1949, or 1950 As Mr. Me- 


Arthur said, the 1948 corn may be bette preserved than 


Mr. DAVIS We should trv to move the corn that Is golne out ol 


condition, protect the feed value that remains in the corn. ane pro 
the taxpayer. And we also have the responsibility of avoiding dam- 
aging the market. 

~ Senator WituraAms. On these 20.000.000 bushels, thev gave vou 
notice of these in October. Can you break that down by years? 


Was it 1948, 1949, or what corn 

Mr. Gorpon. Eighty-four percent of the total corn inventory was 
1948 and 1949 corn. 

Senator WruuraMs. If 84 percent of that going out of grade is 1948 
and 1949 corn, then the 1948 and 1949 corn is not as good as you are 
boasting about. 

The CuarrmMan. Mr. Davis, in attempting to move the out-of- 
condition corn do you take into consideration the possible effect upon 
the farm price level? 

Mr. Davis. Yes. That is why we have authorized the purchase 

The Cnrarrman. I do not think you have made that clear for the 
record, that you have authorized the purchase of in-condition 
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when necessary to counteract the effect of unloading the out-of- 
condition grain. 

Mr. Davis. That is correct. The corn we would buy would be 
good corn. In effect we would be rotating part of these stocks. 

The CHatrrMan. How long has that policy been in effect? 

Mr. Davis. That policy has been in effect, I guess, less than a 
week. It was last week, last Tuesday, I think, we started. 

The CHarrMan. Have you noted any effects of that policy in the 
few days that it has been in effect? It may be an unfair question 
to expect you to note the effect of a policy after 5 days. However, 
I know there are those who expect to have policies formulated over- 
night, almost. What has been the effect of this new policy of under- 
taking to purchase offsetting grain of good quality when you unload 
the low-quality grain? 

Mr. Davis. There is none that you can notice vet. If there were 
any it would be psvchological, | believe. The heavier receipts that 
we might have to go.to have not been reflected in the market yet. 
It takes a while for corn to move into the market. I would say 
that there is none, vet. 

The CHatrMan. No effect. whatsoever? 

Mr. Davis. I have not noted any that I could point to specifically. 

Senator Wiiurams. Mr. Chairman, Mr. McArthur just made a 
statement that in this off-grade corn it might well be 1950 and 1951 
corn, and referred particularly to the fact that in 1951 a lot of corn 
was high moisture content and if in storage would be going out of 
grade rapidly. My attention has been called to the fact that less 
than 1 percent of this corn is 1951 corn. It never was put in storage. 

So it is 1948 corn that we are speaking about, largely, 1948 and 1949 
corn. ‘That excuse does not apply at all, as he gave us to believe. 

Senator ELLenpER. What would have happened to the market, 
Senator, had they dumped it to satisfy the position you are now taking? 

Senator WiiurAms. The point that I am raising is this: We will 
just use the vear 1952 as an example. We did move 152 million 
bushels of corn. Why didn’t you move your oldest corn during that 
period? A lot of it was good corn. Apparently they moved their 
newer corn rather than the old corn. You can easily break down your 
sales and show us what vou did do, if you know. 

The CuatrMan. I do not think Mr. Davis can answer that question. 
Possibly Mr. Watson can. 

Mr. Watson. We have been attempting to move the corn which is 
in danger of deterioration, regardless of any year. 

Senator Wiiurams. Was this 120 million bushels in danger? 

Mr. Watson. No. 

Senator Wiiu1Ams. How much of it was in danger? 

Mr. Watson. I would say not over, at any time, 3 or 4 million 
bushels at any one particular time. 

Senator WiiuiaMs. Forgetting that, why did you not move the 
other 120,000,000 bushels from the back of your bin, which is only 
good common business practice? You just admitted that you agreed 
with Mr. Davis that that is the way it will be carried out from here on. 

Mr. Watson. Because a loi of this corn that we have, Senator, is 
1948 corn, it probably will not store. Some of the other crops of 
corn that we have we keep in bin sites a longer period. 


Re 
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Senator WiuiiAms. There is no question about it, it has outstored 
anything else. It has been 6 years 

Mr. Watson. Ninety percent of this corn is in good condition 

Senator Writu1AmMs. How much corn did you move in 1951? Do 
you have your sales for 1951? 

Mr. McArruvur. For the calendar year 1951, 98,000,000 

The CHarrMan. Is th: 


iat for the calendar year or the marketin ow ar? 

Mr. McArruur. The calendar year 

Senator Wiuur1AMs. Do you have it broken down by months? 

Mr. McArtruur. Yes. We can read the figures from this tabl 

Senator Tuyr. Read them off, please, by inonths 

Mr. McArruur. January 1951, 9,994,000; Februar 6,115,001 
March, 7,107,000; April, 7,689,000; May, 9,862,000; June, 10,853,000 
July, 1.398.000; August, 7,024,000: September, 7,943,000: October 
5.932.000: November, 9,624,000: December, 15.070.000 

The CHariRMAN. What is the total for thi 

Mr. McArruur. 98,611,000. 

Senator ELLENDER. That is all corn sold, ineluding d orated an¢ 
good corn? 

Mr. McArruur. That is right 

Senator ELLENDE! Can vou tell us how much of it w: adeterior- 
ated, offhand, or make a less 

Mr. McArruur. I could not, Senato We coul LIT 

The CuHarrMan. Now. that we have asked M Davis at M 
Gordon up here, I think we had better have them come up this 
noon and discus othe ommo besir ( \\ ( ) 
given them a chance to talk much y Mr. Gordon, this afternoon 
we will give vou a chance to tell your story t has not a 
developed You might have somethu if] 

Senator Scho ppel? 

Senator ScHorprent. Mr. Chairman would like to have o Ol 
these gentlemen, because I think it is well for to have it t ecord 
tell us what thi repol ot co by JTAce w! ho I CUCU a 
of October 31, 1952, by State shows I hold in 1 I ind | 
will get the rough figures—in the 10 States, on Octob 1952, No 
grade was 102,862,000 bushe Is; No. 2 grade, 72,759,000 bushel No 
grade, 25,966 000 pl is: No. 4 grace 043,000 bushels p No 5 
grade, 12,604,000 bushels, plus; sample grade, 8,349,000 bushels, plus 
This makes a total of 236,586,000 bushels, plus 

Il understand that the D« partment has and it would be well for us 


to have in the record—this entire summary, which of course, includes 
in addition also the report from these States of the corn by moisture 
content. I assume that that is the result of the sampling reports 
from all of these bin sites from the farms to the counties to the State 
and then to the Department 

I wonder if we could not have that complete breakdown. Then I 
think it would be well for the record, if it could be obtained—I am 
sure that it can, and the Department must have it—if we could have 
from the Department a summary of the storage capacity by States 


, 
that is, owned storage, leased storage, all storage over which the 
Commodity Credit Corporation has control. It will not be too 


voluminous. I wonder if we cannot have this in such a rounded-out 
record, which I think would be most practical and enlightening for 


the committee. 
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The CuarrmMan. Can you furnish that, Mr. Watson? 

Mr. Watson. We can furnish a chart, Senator, no bigger than the 
one you have there, showing the capacity for storage by each State. 

The Crarrman. If you will furnish that information, we will 
incorporate it in the record without objection. 

(The matter referred to is as tollows: 
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Senator Scoonpren. I do have copies of both of these in my hands 
that I have had for some time. I would offer these for the record, 
but L assume that the Department could offer them immediately. 

The CHarrMan. The Chair thinks that in observance of George 
Washineton’s birthday and the fact that both houses are meeting in 
6 minutes, that we should recess at this time and return to this room 
at 2 o’clock. 

(Whereupon, at 11:55 a. m. the meeting was recessed, to reconvene 
at 2 p. m.) 

AFTERNOON SESSION 


The Cuarrman. Mr. Davis and Mr. Gordon, you started to make 
a statement this morning as to the general situation with regard to 
‘ommodities owned by the Commodity Credit Corporation and the 
prospects of disposing of them. ‘Then the discussion took another 
tack and you never did get very far with your statement. 

Will you proceed with it now and tell us what vou intended to say 
that was not covered by the questioning of this morning. 


STATEMENTS OF JOHN H. DAVIS, HOWARD H. GORDON, AND 
DREXEL D. WATSON, RESUMED 


Mr. Gorpon. With respect to corn or with respect to all products? 


The CHarrMan. I think we had better have all commodities this 


afternoon. I would like to know how the volume of all commodities 
owned by the Commodity Credit compares with last year and the 
year before. Are we tying up increasing amounts of money? What 


is the prospect of disposing of these surplus commodities? What is 
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the general situation as you see it in what we realize is the short time 
you have been in office? 

Mr. Gorpon. I am afraid we do not have that comparison. What 
I have here are the holdings as of February 16, with the comments 
that we developed. 

The CuarrMan. Is there any way of comparing those holdings with 
previous years? 

Mr. Gorpon. We can get those figures for you 

The CuHarrmMan. Can you tell us what the overall investment of 
Commodity Credit today is in loans and owned commodities as com- 
pared with a year ago, 2 years, or 3 years ago? 

Mr. Gorpon. It is slightly higher than it was a year ago, if I 
remember correctly. As I remember it, it is about $2,450 million this 
year as against $2 billion last vear 

The CHarrMan. You say Commodity Credit owns or has loans on 
about $2,450 million worth of commodities as of the first of this year 
as compared to $2 billion a year ago? 

Mr. Gorpvon. That is in round figures. 

The CHarrMan. What is that increase in? 

Mr. Gorpvon. That increase would be in several things. It would 
be in butter, for one thing; it would be in cotton seed products for 
another. 

The CHatrMan. What about the loans? How do total loans com- 
pare with a year ago? 

Mr. Gorpon. I am sorry. I just do not have that with me today 

Mr. Warson. I can speak for grains, Senator Aiken. Our inven- 
tories on grains are smaller today than they were a year ago; but our 
loan commitments are greater today than they were a year ago. We 
are estimating, for example, that we will have under loan close to 500 
million bushels of wheat this year. 

The CuatrMan. We have some four hundred-million-odd according 
to the reports now? 

Mr. Watson. Somewhere in that neighborhood. 

Senator Scuorppet. Mr. Chairman, I didn’t hear what year you 
are talking about now? 

Mr. Warson. I just made the statement, Senator, that the volume 
of grain that Commodity Credit owns as of today is lower than it 
was a year ago. But I also said that our loan commitments today 
on grains are greater than they were a year ago. 

The CHarrMan. Maybe it is in here how the actual volume of grains 
compares with a year ago. 

Mr. Warson. I do not recall offhand. We have our inventory as 
of February 16 here on grains. I do not recall offhand how much 
barley we had a year ago, although it was considerably more than 
300,000 shown now. For beans we show 1,600,000 bags. Last year 
we owned over 2,500,000 bags. 

Corn, we show 262 million bushels as of February 16; a year ago 
we had, I expect, over 300 million. 

Mr. Gorpvon. 374,500,000. 

Mr. Watson. On flaxseed, we owned more flaxseed a year ago than 
we do today. Grain sorghums was more. Oats and rye were more 
However, our inventory on seeds is greater this year than it was last 
year. 

The CuatrMaNn. On wheat you have a greater inventory now? 


30916—53 6 
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Mr. Wa1son. We have a smaller inventory; I would say it was 
about the same because we took over only about 70 million bushels 
of wheat last year. 

The CuatrmMan. How much larger is the loan program? 

Mr. Watson. Offhand I would say probably three times as great 
this year as last year. We are estimating 500 million bushels of wheat 
that will go under the loan this year. 

The CuatrmMan. When does the period end for putting them under 
the loan? 

Mr. Warson. January 31. It has already ended on the 1952 crop. 

The CuatrMan. It is simply a case of tabulating the amounts now; 
and on corn it ends 

Mr. Watson. May 31 on corn. The January 15 report on corn 
showed about 170 million bushels under the loan. 

Senator WiLuiAMs. What date did the report show that? 

Mr. Warson. January 15. 

Senator Witurams. How much corn under the loan? 

Mr. Watson. About 170 million bushels. 

The CHatrMan. What is the trend of putting corn under the loan? 
JT know I am doing just what I should not do. I am asking Mr. 
Cordon to talk, and then starting in myself. But I think I am finding 
out something. What is the trend toward putting corn under loan 
this year? 

Mr. Watson. It is increasing. 

The CuarrmMan. More than you would expect in other years? 

Mr. Watson. More so than last vear. 

The CHairMAN. What reason do you give for that? 

Mr. Watson. I assume that one of them would be the increasing 
stocks of corn we have in the country today. 

Senator Wriirams. Have you had much corn to go in the loan 
during the Ist half of January, or was the bulk of it in as of the Ist 
of the year? 

Mr. Warson. I would say that the rate for putting corn under 
has increased during January. 

Senator WiLurAMs. The figures you were giving us were as of what 
date? 

Mr. Watson. As of January 15, 1953. 

Senator WiLu1AMs. I was wondering about how much of that went 
in during the first 2 weeks of the year, just so we would know what 
it was the first of the year. 

Mr. Watson. I would guess 30 percent of it, maybe. 

Senator WriurAMs. 30 percent of it went in during the last 15 days? 

Mr. Watson. Since the Ist of January. 

Senator WittrAMs. That would throw you about how much as of 
January 1? About 120 million? 

Mr. Watson. Somewhere in that neighborhood. 

The CuarrMan. Do you ascribe a part of this increase in corn going 
under the loan to the decreasing hog population? 

Mr. Watson. That is one of the reasons. Our carryover corn next 
October is greater than we figured a year ago that it would be on 
account of a declining hog population. 

The CHarrMAN. What do you anticipate the carryover will be then? 

Mr. Wartson. We are figuring tentatively around 675 million 
bushels. 


> 
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The CHairMAN. It has been larger than that in the past? 

Mr. Warson. In the past it has. 

Senator Witt1AmMs. When you speak of under the loan, you are 
speaking where it is under loan directly by the Commodity Credit 
Corporation, and then under loan by the agencies combined? 

Mr. Warson. I am talking of loans that may be made direci'y by 
Commodity or loans that may be made by local lending agencies 
which are guaranteed by Commodity. 

Senator Wituiams. You would estimate those around 120 million 
in the Ist of January? 

Mr. Watson. We can get the exact figure as of December 15. It 
is somewhere in there. 

Senator WinutiaMs. I think we are wasting an awful lot of time in 
this whole hearing. This is your report put out December 31, 1952, 
and the report here is 87 million. 

Mr. Watson. Under loan? 

Senator Wintuiams. Under loan, both agencies; and here you are 
estimating 120 million. After all, if there is that much variation in 
this testimony, I think we are wasting a lot of time 

The CHarrmMan. As of December 31? 

Senator WitutiAMs. December 31, 1952. Is that report accurate? 

Mr. Watson. Yes, sir. 

Senator WittiamMs. Can you not guess closer than that? 

Mr. Watson. No, I just do not recall those figures. 

Senator Wittiams. We are back where we were before with this 
one this morning. Mr. Trigg puts out a report, a press release to the 
whole country back in 1951, that you had only 129 million bushels 
of corn; and today you have more than that of 1948 corn. I do not 
like this. 

Mr. Watson. No, sir, Senator, that is not what that release says 
That release says as of that date there we had loans outstanding, 
obligated, that covered 129 million bushels of corn 

Senator WituiAms. And no more 

Mr. Watson. As of that date, that is right 

Senator WituiAms. That was June 30, 1951 

Mr. Warson. I thought it was August 29 

Senator Wituiams. Look the report over and see if that is not as 
of June 30, 1951, up at the top. The report was put out in August 
Is that not meht? 

Mr. Warson. “Status of CCC price supports as of June 30, 1951 

Senator WiiuiaMs. Llere is your re port you put ovit as of that date 
See if vou can find that figure. I cannot make these reports and thes 
books balance 

Mr. Warson. Lam afraid I am not too good on that either, Senator 

Senator Witirams. Who do vou have that is any ood at that? 

Mr. Warson. We have the Fiscal Division that puts that out 

Senator WituiAms. Do you not understand how to read it? This 
is put out the same date, and surely these reports and press releases 
must balance—unless you are putting out press releases for political 
propaganda. 

Mr. Watson. I do not know whether that was broken down fo 
corn alone. I will be glad to look it over, if you wish me to 

Senator WiiuiAms. It is broken down as to corn alone. 1 cannot 
make the figures out any more than | can make this last statement of 
yours come out. 
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Mr. Warson. I told you that I was merely estimating this 120 
million. 

Senator WituiAmMs. That is way off on an estimate. 

Mr. Gorpon. We probably do not have as complete an estimation 
as you would like. What I have here is the situation as of February 
16 with what we think we have in the way of forward commitments. 
That I can give you fairly rapidly hece from this statement, if it is 
adequate. 

The Cuarrman. Forward commitments up to what date? 

Mr. Gorpon. In other words, in the case of the cottonseed prod- 
ucts, it would be what has been tendered to us, so we have an idea 
what that will amount to. In the case of corn, it would be what is 
under loan and what proportion of that we anticipate will actually be 
turned over to Commodity Credit and not redeemed; the same thing 
on wheat 

The CuarrmMan. Have you a rough total, perhaps? 

Mr. Gorpon. By dollars? 

The CHarrMan. Yes. 

Mr. Gorpvon. No, sir. It is not totaled by dollars. The question 
is Whether you want the limited information which I have at this time. 

The CHarrMAN. You mean that you have there? 

Mr. Gorpon. Yes. 

The CuHarrMan. Go ahead and give us what you have there. 

Mr. Gorpon. Let us begin with cotton linters. We have on haad 
at the present time 632,331 bales which are stored in approximately 
150 public warehouses. Of course that will store indefinitely. 

The CxHarrmMan. That is owned by the Commodity Credit and 
nothing to do with the loan? 

Mr. Gorpon. That is actually owned. Of that amount, 176,000 
bales represented tenders that have not yet been delivered; but 
nevertheless are included in the 632,000 figure. Then we estimate 
there is an additional 175,000 bales which will be tendered by March 
31 under the 1952 price-support program. 

The CuHarrMan. Is that to be added to the 632,000? 

Mr. Gorvon. That will be added to the 632,000. That represents 
just about half of the 1952 crop. And of course includes all grades, 
of which about 30 percent are second-cut or chemical linters which 
are used in the manufacture of rayon and in explosives and that sort 
of thing. 

The Cuarrman. About 800,000 bales of cotton linters? 

Mr. Gorpon. Yes, sir. 

The CuHarrman. One thing I would like to know is what is the 
prospect of disposal of these commodities as we go along? I had 
hoped to have a comparison with previous years so that we could 
tell how the trend is running. 

Mr. Gorpon. I am sorry, I did not realize you wanted the com- 
parison or we could have had it. We have a committee we should 
be with right now which is working on this problem, meeting today, 
to help us study this problem of po gegen ‘whether we shall have 
a program next year, what kind of a program, what disposition we 
shall make of the linters, the meal and the oil which we will acquire 
from the 1952 crop year. 

We are reasonably certain from all information we can get that 
we are going to acquire about half of that crop. Of course in the 
ase of meal, a portion of it has been disposed of back to the crushers. 
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The CuarrMan. Is that one of vour major problems? 

Mr. GORDON. That Is one of our Majo! problems. 

Mr. CuarrMan. Is the cottonseed and cottonseed-meal what has 
brought this problem about? 

Mr. Gorpon. Of course the manner in which the 1952 crop-support 
program Was set up. 

The CHarrMAN. In what way? Would you elaborate a little on 
that? 

Mr. Gorpon. It is set up on a tender basis by the crushers. They 
can tender that portion of the cottonseed which is crushed on a pack- 
age deal. Of course they have to tender not only the meal but the oil 
and the linters as well. Then a value is placed on each of those as 
they are placed in storage, and then the crushers can buy back the 
cottonseed meal at ceiling price—and a considerable amount has been 
resold to them at ceiling price. 

The CuHarrman. Is there a prospect of a reasonable market for the 
cottonseed and cottonseed meal? 

Mr. Gorvon. Yes, we think so. The question is: At what level we 
shall hold it. We will come to that a little later. We are going to 
have a substantial amount involved. 

In cotton we have 235,000 bales on hand in approximately 500 
warehouses, and about 1,936,000 bales in loan status. Of course 
they have until April 30 to put cotton under loan, and until August 1 
to redeem it. It is reconcentrated only when storage is not available 
out in the territory, and only with the consent of the grower. Under 
private administrative procedure it is put into a pool in which the 
grower retains a beneficial interest. 

The 1948 cotton which was placed in such a pool and sold in 1950, 
it turned out that the grower had a beneficial interest of about $18 a 
bale in that cotton. That is an administrative decision. It is not 
mandatory under the law. I think that is about all I have on cotton, 
if there are no questions on that one. 

The CHarrMan. Do you anticipate being able to maintain or 
strengthen the present situation as to price levels for cotton? Are 
there prospects of a market that will use it? 

Mr. Gorpon. Not too good. If production runs up over 12 million 
bales, we are going to be in trouble. 

The CHArRMAN. What are you doing on that? 

Mr. Gorpon. We had the cotton-industry committee in, as you 
remember, week before last. They recommended an educational 
program which would be spearheaded here in Washington but in 
which they would participate, designed to encourage product rs to 
reduce their plans to the point where we would have 12,500,000 bales 
at the outside yield instead of the 13,500,000, or the 13 million-bale 
goal, which had earlier been announced. 

Mr. Davis. Also your export situation. 

Mr. Gorpon. That committee also is working primarily on the 
export angle trying its best to develop a program which will increase the 
export of cotton which has dropped off rather seriously in recent 
months. 

Senator ELLENDER. Have you organized any kind of committee to 
dispose of some of these surpluses as has been suggested here several 
times? 
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Mr. Gorpon. I did not quite catch that question, Senator 
Ellender. 

Senator ELLeENpER. Has the Department of Agriculture contem- 
plated organizing some kind of committee to dispose of some of these 
surpluses in foreign trade? 

Mr. Davis. That is just what we have done on it. 

Mr. Gorpvon. In cotton we have a committee that is working on 
that at the present time. 

Senator ELLENDER. Will this committee make attempts to dispose 
of this cotton abroad? 

Mr. Davis. We are working with the trade. 

Senator ELLENDER. Have you devised any methods by which it 
will be done by barter, let us say, or will it have to be cash? Exactly 
how will you proceed? Is it in such a shape now that you can tell us? 

Mr. Gorvon. We are approaching it through several angles. You 
might tell them, Mr. Davis, what the first angle is. 

Mr. Davis. One of them is the insurance of commodities while 
they are in the line of sale, the pipelines. As you know, Senator May- 
bank introduced a bill which would do that. The Department of 
Agriculture looks with favor on that bill. 

Senator Wiiuiams. You think that would do what? 

Mr. Davis. The law would provide insurance through the RFC 
I belie = it is, or through the Export-Import Bank 

Mr. Gorpon. It is a war-risk insurance. 

Mr. Davis. It would insure the commodities while they are en 
route to a foreign country for sale and in the inventory position. 

The CuHarrMan. Is it a self-financing proposition? 

Mr. Davis. Yes; it is self-financing. Premiums would be fixed so 
they would carry the cost unless there was a revolution in the country 
or war. 

Senator WiLuLiAMs. That is just to insure them for the transit? 

Mr. Davis. And while they are in inventory position. 

Mr. Gorpon. It is while they are in inventory position so they can 
have over there adequate supplies on hand as they used to do years 
ago, and readily available to the trade over there. 

Senator WitiiAMs. That just merely means you are going to start 
a warehouse program, a storage program, in Europe? Will they be 
American commodities? 

Mr. Davis. The stocks will be private stocks. 

The Cuarrman. They will be insured against confiscation in the 
event of revolution. Is that what you mean? 

Mr. Davis. That is right. 

Senator WituiaMs. They still would not be sold? 

Mr. Gorpvon. Oh, yes; they would be for the purpose of moving 

right on into the textile mills. 

Senator WititiAMs. Would they be sold when they leave here? 

Mr. Gorpon. No; they would be held by the owners here, you see, 
in position so they could move immediately into the textile mills over 
there. 

Senator WiLi1AMs. You are speaking of just cotton? 

Mr. Gorpon. That is in the case of cotton. 

Senator WiiuiAMs. It would only be shipped across the seas when 
you had a bona fide sale to offset it. Is that correct? 
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Mr. Gorpvon. No. This is in addition to their bona fide sales so 
that they are in a better position to supply the mills over there than 
they are now. 

Senator WitutiaMs. Who would retain the ownership of that? 
Would it be shipped 

Mr. Gorpon. It would not be CCC cotton. 

Senator WituiaMs. It would only be as each individual wished to 
buy it and ship it there? 

Mr. Gorpon. That is right. 

Mr. Davis. That is right Then he would have to pay a premium 
on it, which would be set at a rate which would carry it unless there 
is an extreme emergency. 

Mr. Gorpvon. That is just one of the proposals that are defined to 
help build up the export market. 

Senator ELLENpDER. Does this committee explore the possibility 
of exchanging this surplus cotton for strategic materials we might 
need? 

Mr. Gorpon. It has not as yet. The committee is in a standing 
status. In other works, it will be meeting from time to time over the 
next few months. 

The CuarrMan. This committee you refer to is a private committe: 
which is seeking to encourage the Department in whatever assistanc: 
it can give it in developing a foreign market. Is that right? 

Mr. Gorpon. It is a task force developed from this industry by 
the committee which was invited in here 2 weeks ago. 

Mr. Davis. And it ties in not only to the Department of Agriculture 
in an advisory capacity, but also with the trade, working with all 
the elements of the trade. 

The CHarrmMan. If the Maybank bill passes, the Export-Import 
Bank comes into the picture? 

Mr. Davis. Yes. They think that will help to expedite sales. In 
peaceful times, and in some countries now, you can get the insurance 
to cover these inventories; but there are places in the world where 
cotton normally moves that you cannot get that insurance today. So 
this is to provide it. 

The CuHarran. I realize we cannot spend too much time on one 
subject and let you get out of here 

Senator EastLanp. How much butter are you buying today, Mr 
Gordon? 

Mr. Gorpon. We are coming to that right now. We have on 
hand at the present time, as you see from this release, 51,165,000 
pounds, which does not include 20,732,000 pounds which have been 
transferred to the school-lunch program. In other words, a total of 
72,000,000 pounds have been acquired, all new production, under 
this program. 

We expect that there will be another 40,000,000 to 50,000,000 
pounds purchased between February 16 and the 3ist of March. It 
could even go to 75.000,000, but we hope it will not exceed 40,000,000 
to 50,000,000 pounds. 

Senator Winuiams. That will bring your total, minus your transfer 
to the school-lunch program, to what? 

Mr. Gorpon. To 100,000,000 pounds of butter. 

Senator EASTLAND. What are we going to do with it? 
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Mr. Gorpvon. That is one of the problems that we have another 
committee working on with us to help solve. 

Senator Easrtanp. Have you studied the feasibility of paying for 
offshore purchases of military equipment? It is a commodity that 
is badly needed in Japan and Germany; and we are spending, as | 
understand it, a lot of money there for military equipment. Have 
you studied the feasibility of paying for it with some of this surplus 
butter? 

Mr. Davis. No, I have not. We do have a problem, though—at 
least we have had protests the last 2 weeks from several places. 
People are afraid that we are going to feed our Armed Forces in that 
area of the world with butter from Europe. 

Senator Easttanp. You might sell butter to Europe. Certainly 
Holland has got it, and Denmark has got it. But Germany does not 
have it. She is a deficit producing area somewhere, and if we could 
move in that market it looks to me as if it would make sense to do it. 
I do not know whether it is feasible or not. 

The CHarrMan. We have had a little different price level there. 

Senator EasrLanp. That is one factor, yes. But I have found in 
the cotton industry that where you trade, price did not mean much, 
because I have known textile men in Europe to pay a third more for 
the Turkish cotton than American cotton because it was a matter of 
exchange. I do not know whether it is feasible. I just wish you 
would look into it. 

Mr. Davis. We have given quite a bit of thought to what is going 
to happen to this butter picture. A year ago there were no butter 
stocks owned by Commodity Credit, and there was a shortage of 
butter to the point where the butter price went high. That helped 
to bring about the increased production where you have had a favor- 
able season, but it probably will not reflect itself during the whole 
vear. 

Senator EastLanp. How long will this butter keep? 

Mr. Gorvon. About 2 years. Of course, normally, much of this 
butter would move back into the trade, be repurchased by the proces- 
sors. But the flush production we have had this winter has eliminated 
that from the picture. 

Senator EastLanp. Whatabout Japan? Is there a market there? 

Mr. Gorpon. I would rather doubt that there was too much of a 
market in Japan for butter. 

Senator WiiuiAmMs. Have you decided whether you are going to 
stop buying at this place or not?) Have you made any decisions on 
vour purchases after April, whether you are going to continue this 
purchase at the upper level or not? 

Mr. Gorpvon. We have reached no decision on that. 

The CHatrMan. Will you go on from there? 

Mr. Gorpvon. On the dried milk 

The CHArRMAN. What about cheese? 

Mr. Gorpvon. Excuse me, we have 17,500,000 pounds of cheese, 
and expect that about another 20 million to 30 million pounds will be 
purchased by March 31. That is all new production also. There 
was none on hand prior to this purchase program. 

Senator WiiuiAms. Have you moved any of this yet in export 
channels? 
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Mr. Gorpvon. I think not. Dried milk, we have on hand of the 


1952 crop roughly 86 million pounds; and we are expecting that another 
60 million to 80 million pounds will come in by the 3lst of March 
That is, out of a total production of about 1 billion pounds. This 
dried milk thing is a war baby, of course; and the heavy investment 
which the industry has in equipment makes this kind of a program 


hecessary. 
Senator ANDERSON. May I have that again? Che heavy invest- 


ment the Industry has in equipment Was not every dollar of that 
investment liquidated by the Government during World War I] 
Mr. Gorpon. Senator, I could not tell you about that. \nyhow, 


they still use the equipment 

Senator ANDEI SON, But the Government in its contrac ts provid cd 
for th liquidation of all these plants This is not a new problem I 
think I know some people who wrestled with it in 1946 and 1947 when 
these people came in. They said, “We have got to keep these dried- 
milk plants YoOmne. We have cot to keep these plants operatu 
Yet they were plants built by the Government, paid for by the 
Government, and completely liquidated by the Governme1 

Senator WititrAmMs. And you art paving twice as much for the milk 
coming out of those plants today, altel the Government paid [ol them, 
than vou did before? 

Mr. Gorvon. Of course, you gentlemen have more background on 
these things than I 


Senator ANDERSON. No more than you should have | am not 
trying to speak critically; I want you to understand that What I 
mean is, somebody ought to bring vou up to date with this back his- 
tory. | hope vou get the distinction in what I say when I say no more 


than vou should have some body owes it to vou to bring you up to 


date as to what took place on. these pla ts 


They wel construe aas war piants t} We! COM] leted and pe id 
for out of the price ol milk which was taken ito consideration at the 
time 

Senator Wituiams. Are you disposing of any of that milk currently? 


Mr. Gorpon. This dried milk? 

Senator WiLtuiAMs. Yes 

Mr. Gorpon. Yes 

Senator WiiiiAMs. In what manne I would like to know the 
price you received for it 

Mr. (rORDON. The only avenue for getty rid oO} his milk at t } 
present time—well, t L | l 
be convertn o it to animal f “dl, which would bring, | b liev about 
10 or 12 cents 

Senator WiturAmMs. Does this roller process ma 

Mr. GORDON. You mean becaust ol the process 

Senator WILLIAMS. Yes. 

Mr. GORDON. Possibly SO 

Senator Witu1AMs. Because of the manner in which it is manu- 
factured, they do not use it for human consumption at all. Is that 
not true? 

The CuarrMan. It can be manufactured. 

Mr. Gorpon. It depends on the quality of it. In other words, we 
are only buying the extra grade, as | understand it, in either case. 


] 
} 
i 


re would be two possible outlets On oul 
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Senator Wiiiiams. What are you paying for it? 

Mr. Gorpon. Seventeen cents. 

Senator WiuiuriAMs. For all of it? 

Mr. Gorpon. All we buy is extra grade. There is a differential 
for roller-process dried milk. 

Senator WiiurAMms. Your roller process? 

Mr. Gorpon. Yes. 

Senator WiiurAms. It commands 15.5 cents. Is that right? 

Mr. Gorpon. That is right; 15 cents 

Senator Wiiirams. And that is what is generally described in the 
trade as animal-consumption milk? 

Mr. Gorpon. They do not have it broken down here in that way 
We do have some 1951 production which is in that category. 

Senator Wriurams. And you are selling it for 

Mr. Gorpvon. That has been broken down to 12 cents a pound 

Senator WiiuiAmMs. And you are selling it in this country for 10 to 
12 cents? 

Mr. Gorpvon. But about the only chance at the present time to 
dispose of these stocks is through the United Nations children’s fund 
and the Government of Israel. 

Senator WiiuiAMs. What do you get for it when you sell it that way? 

Mr. Gorvon. That is about 5 cents a pound. It is very probable 
that the Government would look on that as a dumping program. 

Senator ANDERSON. What Government? 

Mr Gorpon. It would be other producers of dairy products 
in export. 

Senator Witurams. In effect, you are then operating under an 
international Brannan plan for getting rid of milk. Is that not the 
substance of what you are doing, and have been doing? Was that 


not his proposal, that we buy it at an upper level and sell it at the 
lower level, get it moving in consumption? Was that not the Brannan 
plan? 

Mr. Gorpon. I think essentially so. 

Senator WituiAmMs. And would it not be reasonably accurate to 


say that the the Brannan plan has been operating on dried milk? 

Mr. Davis. | think there is some difference in the mechanics 
anvway. It was a payment to the farmer. 

Senator Wriurams. It is a difference in the mechanics, but the net 
result as far as John Q. Public is concerned is that it is the Brannan 
plan operating. Is that not true? Am I right in that? 

Mr. Gorpvon. There is a bill to pay in both cases; but of course 
there is in most of these programs. 

Senator WriuiAMs. Because when you start selling your milk at 10 
to 12 cents a pound for animal consumption, and then buying that 
milk at 15.5 cents, that means that all of the milk is going to be 
siphoned through the Government and you are only a sales agency 
for milk. 

The CHatrRMAN. The large users ot powdered milk in this country 
are your candy, sweet-chocolate manufacturers, bakers, and other 
producers of food products. 

Mr. Gorvon. I want to point out that, out of this 1 billion pounds, 
145 million pounds go into small consumer packages now. There 
has been quite a market built up, and it is increasing. About half 
of it goes to bakers and confectioners. You see, we are only getting 
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about 10 percent of the total production of dried milk under last 
year’s program. 

Only about 40 million pounds of that could be moved o that 
program of 5 cents 2 pound through the United Nations children’s 
fund 

Senator ANDERSON. This may be a subject that is foreign to yo 


but has the Department had occasion to investigate where thi 
supply is coming from in Japan? The reason I ask that question is 
because it is my understanding that someone has been given a sort 
of license for the reconstituting of milk in Japan; and he is operating 
under this v ry advantageous western-continent income-tay 
so that he only has to pay a tiny portion ol his extremely | hh 
to this Governmeat as income tax, and is sitting 0. 
a very substantial fortune; whereas we might | 
this material there, either in this shape or in the shapes 
could be reconstituted milk 

We might get out of a support program and save a terrif m of 
money on what the milk is costit lam 1 ly sa I 
the Department of Agriculture has the responsibility to 1 ndise 
these stocks of items, and it might be possible to merchandise tl 
dairy products It was poss ble to mov tt of cottor { us 
times, and other things. Has there been a nvestizgati 
markets? 

[r. Gorpon. I have not heard of any since I have bee n 

Department. 

senator SCHOEPPEI Is that one of the things which tl] comm 
you have constituted is going to consider. or are consid 

Mr. Gordon Yes, that is right In other words, the 
week they would come back almost immediately and sit down and 
work on a program, and step by step eliminate the necessit 
kind of a support program 

Senator Scuorpret. The biggest thing we have here is the pv1 
midine of these stocks If we continue to do that without pre 
consideration as to how we are going to eliminate them, we a Ol 


to find ourselves in one terrifically overbalanced position 

I think it is a paramount responsibilitv of the official 
Department of Agriculture who are in charge of this program to 
on speed to see what can be aone about mere | andisine this is the 
Senator from New Mexico Sa ad and ettine 1t out Hirst to « | wn 
the loss, and then to continue to el minate the continuation ot the 
pvramiding of these stocks. 

Mr. Gorpon. That is particularly true of perishables, which you 
can keep only 18 months to 2 years at the outside. It is bound to go 
out of condition in that period. 

Senator ANpERSON. Mr. Chairman, I am tied up in another hear- 
ing, and I have not been able to be here, and will probably not be 
able to hear much of this testimony this afternoon. But I asked 
some questions as to what had taken place this morning, and on the 
basis of what I found out about this morning’s hearing, I went back 
and dictated something which I want to put into the record at least, 
because I think it is a question you are going to have to come into 
shortly—maybe not in this hearing; I do not want to mix up this 
hearing with it, Mr. Chairman, at all, if it is not proper here—but it 
is this. 
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Is the basic philosophy of the Agriculture Act of 1938 being fol- 
lowed with respect to price supports and production adjustments, 
namely: What are we doing in using Government machinery to help 
farmers market their commodities in orderly manner and produce 
9 


what the market will take? 
Has that philosophy been abandoned? And if so, why? Were 


producers given a fair opportunity to keep supplies in line with de- 
mand, or were they told to produce quantities known to be in excess 
of any responsible market demand? That is a question I think this 
committee has the responsibility to ask. I do not say that these 


people today are the people to ask it of, hut some day we ou rht to 


have that material 

Was the period after the war effective at all to help bring supplies 
in line with demand in orderly manner? Certainly the experience 
after World War I would indicate that unusual markets abroad would 
not hold up indefinitely. I think the cotton story is with us right 
now. We kept saying that the cotton export can be 4 million bales 
u 5 million bales. Suddenly it drops to a million et and we look 
up in surprise and say, “Isn’t this astonishing?” 

sut I think every wheat farmer will remember what happened after 
World War I. Certainly I ought to remember what happened after 
World War I, because the prairies of my home State of South Dakota 
were plowed up because it was so profits able to produce wheat. And 
just as soon as the war was over the wheat market went all to pieces 
and we had patches of ground that were no longer useful for pasture, 
and the farmer had no money with which to turn them back to pas- 
ture. It has taken a generation to get them back in shape again. 
I think this cotton story is now right before us. 

These foreign markets are due to drop off unless there can be in- 
creased and effective measures of trade. What is the supply and 
demand situation with respect to wheat? What was it when the 
decision was reached in 1952 not to have marketing quotas in 1953? 

I do not understand why we are talking about an 850,000,000 bushel 
surplus of wheat unless there was a real requirement to put quotas on 
during 1952. I would like to see the figures on which a decision was 
reached that quotas were not necessary in 1952. The rough figures 
would indicate that they were necessary and that that fact was known, 
Maybe not; but I would like to see some figures on it. 

There are two fundamental philosophies with respect to maintaining 


adequate supplies of food and fiber. The first is that we should 
produce a lot of erain and hold it in storage, which heavily burdens 
the market and beats down the price to the consumer. You cannot 


say there are 850 million bushels of wheat surplus in this country 
without affecting the price of every bushel of wheat that is marketed. 
Nothing is going to suddenly liven up the market with that much 
hanging over it. 

‘The excuses offered for this approac th are that we are in danger of 
being in all-out war and we have to risk having too much, rather than 
too little. But there is a contrary philosophy, namely, that what we 
need to do is keep our agricultural plant in good shape from the 
standpoint of the condition of the soil, from the standpoint of the 
ability of producers to continue to function as farmers in a free 
economy. This approach suggests keeping reserves of grain in line 
with what the market will reasonably take, avoiding surpluses of 
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erain by keeping livestock numbers at reasonably high levels con- 
sistent also with what the market will take. 

Then, in case of all-out war threatenu oe, vou mere ly liquidate the 
livestock, convert to a grain diet if need be, which will supply the 
greater expanded number of people with food in a different fort 

| remember when the Famine Emergency Committee was operatit 

1 
i 


we had a session one morning White House with a great advisor) 
> ittee broucht in fr all aroun } untry | ned un tft} 
committee brought in from all around the country opened up the 
meeting by saving I thought the gr tw o conserve wl S 
to eat bread. | vot some strange looks but | poimted o 

that when a man sits down to the breakfast table and takes 2 eggs 
and t slices of bacon he is probably eatl 17 the food « j lival nt i had 


the exact figures then—of 28 slices of brea 
Now, a man who sits down to his breakfast, if he had a total of 
28 slices of bread put in front of him, mig 


he possibly could get through the second one; there are some probab 


who could vel through the third one But | Wo ild ike to s th 
man who can eat 28 slices of bread And yet 1 could eat 2 ege 
3 slices of bacon without a bit of difficult) 

So, you do not have to have, in order to save the economy, t 5 
extremely large accumulation of wheat on hand I do not thin u 
can excuse carrying it ahead on the basis of ‘“‘We might need it for 


war.” | am thinking now of what the farmer is going to be faci 
in these next few vears, and I think this wheat supply must be brought 
down to some sort of realistic figure or he will never have a chance to 
get anything for his wheat except a Government support program 

[ just hope that that sort of question can be explored sometime 
with these people who are now going to run the Commodity Credit 
Corporation. If we do not explore it with them, then we cannot 
blame them if they come back and say ‘‘We are buying 2 million 
pounds of butter a day.”’ 

The CHarrMAN. You anticipated questions that I intended to as 
later, Senator Anderson; but | was going to ask Mr. Gordon if he 
was familiar enough with the goals set up in the past few years to 
know whether our present burdensome surpluses came about as a re- 
sult of farmers exceeding production goals which had been set for 
them by the Secretary of Agriculture? 

Senator ANDERSON. Quite obviously, the answer is “No,” Mr. 
Chairman. 

The CHAIRMAN. Our excesses appear to be cotton, dairy products, 
wheat, beef, and possibly a few other things. It is my opinion that 
farmers did not exceed the roals, in most cases did not approac h the 
production called for by those voals, particularly in the case of cotton 
They failed by a million bales to meet their goals this last year. Had 
they met the goals set for them by the Department, the cotton market 
would most certainly have been in a state of complete collapse except 
the Government would have owned all the cotton. That is what 
would have happened in dairy products, as I recall it; they have not 
met their goals. 

In the case of wheat, I do not think they exceeded the coals by al 
amount, if at all. I am wondering if the remedy perhaps does not 
lie by reversing the practice of calling for more than the market can 
consume? 
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Senator ANpERsoN. That is all I was trying to suggest, Mr. Chair- 
man. 

The CuarrMan. I possibly should ask the Secretary of Agriculture 
this question: What is happening? 

Senator ELuenper. I think he indicated when he was here before 
that the remedy might be to make the quotas less than they were in 
the past. 

Mr. Gorpon. We made the start on cotton now. We are trying 
to work that out. 

The CuHarrmMan. You are asking for a voluntary reduction in the 
planting of cotton this year? 

Mr. Gorpvon. Of a million bales. 

Senator Scnuorpren. Frankly, I have been wondering about the 
approach to this thing from the standpoint of our committee and from 
the standpoint of what the policy is or has been in the Department. 
Like Senator Anderson, I have jotted down some points—3 or 4 
short approaches—which I would like to get into the record. 

I would like to have obtained and put into the record the goals 
that were published by the Department during the past 4 or 5 years. 

The CHArrMan. Do vou have those? 

Senator ScHoOEPPEL. I would like those in a form giving the planted 
acreage requested for each major crop. Now, I think that can be 
done, and I think it would be most enlightening to us. 

Second, I would like to have obtained and put into the record in 
tabular form the amount of the actual production obtained for the 
past 4 or 5 years. Then we could indicate also what the recommenda- 
tions were of the Department; and I understand that the Department 
made some recommendations to the Council of Economic Advisers, 
or to the President, with respect to urging production. 

Then I would like to have put into the record excerpts from both 
the Council of Economic Advisers to the President and the President’s 
Economic Report to Congress, showing the demands for increased 
production. That will show what the farmers were called upon to 
actually get themselves geared to produce. I think it would be a 
factual picture as we find it now in the face of these carryovers; and 
it would help us to determine, with the Department, what our policies 
are going to be. 

The Cuarrman. Can you furnish that information for the record, 
Mr. Davis? 

Mr. Davis. Yes; we will get it. 

(The information requested is as follows:) 
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bags of 100 pounds 18, 337 20, 833 20, 81¢ 
Yield per acre 2 pounds 845 1, 057 
Potatoes 
Acres planted thousands 2, 352 2.007 
Production thousands of bushels 375, 000 449, 895 
Yield per acre 2 bushel 159 a 
Hiy, tame 
Acres harvested 5 thousands 60, 813 57, 282 
Production thousands of tons RR, 926 83, 788 
Yield per acre ? _tons 1. 46 1.48 
1Tssued March 1952; based on 1950 Census, except for cotton which was issued 
2 Cal-ulated from acreage and production as shown, 


3 Bales of 500 pot 
4 Revised yields 
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Acreage and production goals, with compa ? mayor s, Ig 
( (fr } 
Corn 
Acres planted thousands R5, OOK \ 8 
Production thousa »f bushe 2, 97 { & GIR Q 
Yield per acre bushe ! 
Oats 
Acres planted tt 1 ! 14 44 59 } . 
Production thou 1 f bushe . ? 24 254, 8S 


Yield per acre } 





Barley 
Acres plant I i . g 
Producti j bus 5 S 
Yield per t 
Sorghur i 
A r y é i | 
Production S s 8S 
eT cre 
la g g 
ction & 
\ ' 
Yield pera 





Yield per Cl 


Issued March 1952 
2 Calculated from act 
Bales of 500 pounds gt weig 
4 Revised yields (J mes 
’ Reported and 
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Acre age and prod iction goals, with comparisons, for major crops, 1941 


Percent | Percent 











Decen 
3 December . guide is of 
Crop Guide reported Revised ! 1950 re te re 
ported pt pies te 

Corn 

Acres planted thousand 90, 000 83, 866 83, 283 107 93 

Production thousands of bushels 3, 375, 000 2, 941, 423 2, 899, 169 108 s 

Yield per acre 2 bushels 37.5 35. 1 4 
(Mats 

Acres planted thousands 43, 500 41, 594 41, 682 13 96 

Production thousands of bushels 1, 355, 000 1, 316, 396 1, 321, 288 92 97 

Yield per acre ? bushels 31.1 31.6 (02 
Barley 

Acres planted thousand 13, 235 10, 840 10, 869 100 82 

Production thousands of bushels 295, 000 254, 668 254, 8 R6 

Yield per acre 2 bushels 22.3 23. 5 1 
Sorghums for grain 

Acres harvested thou 7, 150 8, 449 8, 487 69 118 

Production thousands of bushels 143, 000 159, 265 160, 195 60 111 

Yield per acre 2? bushels 20. 0 18.9 94 
Wheat 

Acres planted thousands 21, 400 22, 257 22, 264 

Productior thousands of bushel 987, 474 980, 810 

Yield per acre ? bushels 
Rye 

Acres harvested thousand 1, 718 1, 710 

Production thousands of bushels ‘ 21, 395 21, 301 

Yield per acre 2 bushels 12. 5 


Rice 
Acres planted thousands 1, 900 1, 981 1, 998 17 104 
Production 

















thousands of Dag f 100 pound #1, 000 43, 80 45, 797 108 7 
Yield per acre 2 pounds 2, 158 2, 211 102 
Soybeans for beans 
Acres harvested thousand 13, 000 13, 54 8 2 
Production thousands of bushel 273, 000 282, 47 ) 
Yield per acreé bushels 21.0 21.2 
Flaxseed 
Acres planted thousand $ 000 4114 1116 )Q 
Production thousands of bushe 6, OOO 33, 802 34, 691 2 4 
Yield yj were 4 bushel 9.0 8,2 ) 
Cotton 
Acres in cultivation July 1 thousand 28, 536 27, 997 27, 917 s 
Production thousands of bal 16, 000 15, 212 l 72 164 
ld per acre pounds of lint 275 260 
Dry beans 
Acres planted thousand 1, 632 1, 523 1, 519 100 } 
Production (clean basi 
thousands of bags of 100 pound 15, 500 16, 000 15, 879 102 Lt 
Yield per act pound 950 1. 051 111 
Potatoe 
Acres planted thousand 1, 560 379 1, 359 84 88 
Production thousands of bushel 335, 000 325, 708 320 4 7¢ 
Yield per acre? bushel 214.7 236. 2 
Hay, tame 
Acres harvested 7 thousand 59, 945 60, OF 
Production ’ thousands of to ‘ 95. 788 95. 846 
Yield per acre? tons 1. 60 
1 Revised December, iw 
2 Cal ulated fr yin acre lu tion i» show 
3 Spriag wheat only innounced guide liffer ymewhat from sum of State acreages which 
were revised in some St innouncement of United States guide Fall wheat was seeded le 
acreage allotments 
4 No guide established 
§ Equivalent running t 
® Reported yields (li it) from BAE records; goal yields from annual USDA Goal Handbooks 
’ Reported and revised data are the difference between all hay and wild hay estimates 
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Croy 
Corn 
Acres planted 
Productior thous 
Yield per acre 
Oats 
Acres planted 
Production thou 
Yield per acre¢ 
Barley 
Acres planted 
Production thou 


Yield per acre 

Sorghums for greir 
Acres harvested 
Production thou 
Yield per acre 

Wheat 
Acres planted 


Production tho 
Yield per icre 

Ry¢ 
Acres harvested 
Production thou 
Yield per acre 

Rice 


Acres planted 
Production 
thousands of t 
Yield per acre 
Sovbeans for beans 
Acres harvested 
Production 
Yield per acre 
Flaxseed 


Acres planted 


Production thous 


Yield per acre 
Cottor 
Acres in cultivation, July 
Production—be les 
Yield per acre’ 
Dry beans 
Acres planted 
Productio1 lear 
thousands of 
Y ic Id per 
Potatoes 
Acres planted 
Production 
Yield per acre 
Hay, tame 
Acres harvested 4 
Production 4 


Yield per 


Acre 


1cT¢ 


Calculated from acreage 
2 Equivalent running 
3 Reported yields (lint 


4 Reported data are the 
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Acreage and production goals, with comparisons, for major crops, 1953 


Crop Goal of 1959 

















Corn 
Acres planted thousands 85. 000 108 
Production thousands of bushels 3, 350, 000 ol 
Yield per acre ! bushels 39. 4 
Oats 
Acres planted thousands 43. 000 100 
Production thousands of bushels 35, 000 105 
Yield per acre ! bushels 31.0 
Barley 
Acres planted thousands 12, 000 128 
Production thousands of bushels 282, 000 124 
Yield per acre ! bushels 23.5 
Sorghums for grain 
Acres harvested thousands 10, 000 197 
Production thousands of bushels 190, 000 228 
Yield per acre ! bushels 19.0 
Wheat 
Acres planted thousands 72, 000 93 
Production thousands of bushels 1, O80, 000 84 
Yield per acre * bushels 15.0 
Rye 
"Acres harvested thousand 700 23 
Production thousands of bushel 1 O00 2 
Yield per acre ! bushels 12.4 
Rice 
Acres planted thousand 2, 07 103 
Production thousands of bags of 100 pound 48, 760 100 
Yield per acre ! pound 2, 350 
Soy beans for beans 
‘ Acres harvested thousar 500 On 
Productior yusands of bus! 000 05 
Yield pe cre bushe 20). 5 
Flaxseed 
ACT the } + (OM & 
Pr thousands of bust 27, 00 87 
Y t Dus! 0 
Cotton 
A ition, July 1 thousar 22, 800 st 
Pr : I sands of t ( , OOO & 
Yiel r act pounds li 2 
Dry bean 
Acres plante thousands 1. 650 
Productior b hou I 0) pou O00 tt) 
Yield pe crt pou 030 
Potator 
Ac thousands 1,443 (0) 
Pr I thousands of bushels 359, 000 03 
Vic wre Dushel 248. 8 
Hay, tame 
Ac harvested 4 thousands 62, 000 03 
Production thousands of ton 95, 000 2 
Yield p icT tons l 
Caleul 1 ea m™ on as showr 
2 Eat tt balk 
8 Re r vields (lint) fre records; goal yields from annual USDA Goals Handbooks 
‘R I data are li between all hay 





ind wild hay estimates 


Excerpts From USDA ANNOUNCEMENTS OF PropucTION GoALs 


1947 Novembe r 11, 1946 


National farm production goals, calling for another year of top production, were 
announced today by Secretary of Agriculture Clinton P. Anderson 
* * * exceed 1946 actual acreages by about 3 percent; * * * 

‘The production job farmers face next year is fourfold,” the Secretary said in 
announcing the recommendations to the States. 


The goals 


“We must produce to meet the 
needs of strong domestic demand and to supply some of the foods and other farm 
products still badly needed in war-devasted areas Added to these is the job of 
starting to build up reserves of certain commodities, and the compelling need to 
work again toward a sounder program of proper land use and soil conservation.” 





Greatest expansion called for by 1947 goals are in acreages of cotton, flax, dry 
beans, sovbeans, barley, and grain sorghums. 

For some commodities, the suggested goals are considered the maximums 
desirable in terms of need This applies particularly to potatoes, peanuts, and 
burley tobacco. 
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[Livestock goals] would provide for a consumption of 155 pounds of 1 it per 
capita, substantially higher than the 126 pounds average for 1935-39 a 
140-145 pounds estimated for 1946 


Dairy goals seek some slowing down of t en t heavy rate of culling Large 
supplies of feed should permit heavier feeding of dairy cows, which a yuld 
help increase milk production above this year’s licated t 
1948 (March 15, 1948 

7 3 the 1948 goals * * * total 354 million acres xceeding 1947 ac il acre- 


ages by 7.4 million acres 
While the continuing high demand for food, both in this country and abroa 1 





make it necessarv to maintain farm o itput Of most crops at high wart eis, 
State reports indicate a recognition * * * on the part of farmers * * * that the 
land is being pushed too hard and a desire to start returning to better rotations 


and more extensive soil-conserving practices 
The 1948 goals call for increases over 1947 planted acreages for corn, oats, barl 








sorghums, rye, flaxseed, and dry edible beans. Goals for wheat, rice, and soybeans 
are continued at the maximum acreages feasible in terms of good land uss Che 
final wheat goal is about the same as was planted last vear * * 

Livestock and dairy goals are set as high as expected feed supplies make 
feasible, = 
1949 (March 31, 1949 

[1949 goals] . recognize the continued high consumer dema is W 
as the need for increased attention to balancing farm production on as so la 
basis as possible and restoring better crop rotations on the Natio farms 
1950 

There was no production goals program in 1950 
1951 (Februar y 2. 1951 

\creage guides to assist farmers in planning an all-out ction progran T 
1951 were announced todav bv Secretarv of Agriculture s I Brat i for 
grains and other crops which make up a large proportion of the pring-planted 
acreage 

The maximum practicable for ring wheat and cor t ajor 





food and feed grains, are incl 









of at least 16 million bales was announced last fall as the goal for 1951 
Full production from American farms is essential in the d se effort rid 
Secretary Brannar We are aiming at the ghest feasible el of prod 
for those crops which will be needed most 
The fact that there is a limit to the total crop acreage whicl S AaVvVallapdle ea 
that production guides must be planned within a balaneed schedule Increa 
in some crops necessarily Mean decreases in others It refor t pra ib 
to ask for as large an acreage in some instances as would otherwise b : 
It would be a good thing, for instance, to have an eve arger co rop tha 
are suggesting, if it were not necessary to consider the need for other i 
beans, and other crops which compete for the same acreagt 
production guides are designed to help farmers plan their crop 
le Overall needs turning out til vyhest possible Dalal 1 
vear, and at the same time protecting their 1 wees for the futui 
We are not at tl ne announeing st fie produ on 2g les 
dairy. and poultr prod ( H wwever { ver n unt + +f 
production be continued at hig evels 
Production of more livestock and livesto products from t ame a t 
of feed, through increased efficier l operat : i importa 
It is equally important that farmers get the greatest poss product reases 
through higher crop vields per act Farmers and ranchers should also e 
and where possible expand, their efforts to improve range and pastur 
‘‘No one knows how long the present emerg ' iv last It is I 
especially important that current crop pro¢ on efforts be a ! 1 | 
good farm management and ynservation practices which increase ] 
this vear and at the same time maintain 1 fert of 1 vil 
Farmers and ranchers, with t full support of Federal and State ag 
should see that each acre is utilized so as to contribut ts par 
overall need 
Production adjustments will and should vary considerably betwe farms and 
within counties, so that county totals can be reached within effici fart gr 


practices, 
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(1951 guides apply only to spring-seeded crops because no production goals 
program was administered in 1950, and except for cotton the 1951 production 
goals program was not initiated until February 1951.) 


195 2 fall-seede d crops (July 14, 1951) 


Commenting on the goals announced today, Secretary Brannan said, ‘‘The 
1952 wheat goal calls for continued high-level produccion to assure the supplies 
needed, both at home and for export to friendly countries abroad. It is kept on 
the side of abundance to play safe in the mobilization period. The goals for 
other fall-seeded grains recognize the need to build up feed grain supplies as the 
basis for increasing livestock production. 

“The guiding principle in all our goals, which are developed with the assistance 
of the State agricultural mobilization committees, is to meet all known 1equire- 
ments and provide for adequate reserve stocks to the fullest extent possible 
within a balanced crop pattern for our available acreage.”’ 

1952 spring-seeded crops (November 30, 1951, and January 14, 1952) 

Acting Secretary of Agriculture Clarence J. McCormick today announced the 
1952 production goals for the major spring-planted crops. These goals, together 
with those already announced * * * are part of the Department’s drive for a 
new high record in total agricultural production next year. * * * 

If the * * * goals are reached, total farm production this year will be about 
6 percent greater than in 1951 * * *. It will be a new alltime farm production 
record. The required increase over 1951 in total cultivated crop acreage is 
now placed at 6 million acres. * * * 

‘The challenging level of the goals reflects the strong demands of military pre- 
paredness, our growing population, our rising standard of living, and our great 
efforts to share our production, with those nations which are joining us in the 
defense of freedom. 

“For 1952 the program must be more than a guide for acreages—it must be a 
concerted drive to match the desired acres with the production practices which 
will do most to increase yields. This will require extra effort by all those upon 
whom the farmer relies—the manufacturers and distributors of machinery, fer- 
tilizers, and pesticides; the agencies which help the producer secure needed labor 
and credit; and those who furnish him information on proved practices and new 
techniques. Only through such coordinated effort will our production fill the 
overall need. 

“The need for agricultural production in 1952, especially feed grains, is the 
greatest we have ever faced,” said Acting Secretary McCormick in announcing 
the 1952 production program. 

“The goals we have set will challenge our productive capacity. While they 
will meet all our essential military and domestic requirements in 1952 and _ pro- 
vide for exports at current levels, they will not build desirable reserves. Even 
with the crowded schedule of land use we have outlined, and with average weather, 
we cannot expect any improvement in feed grain stocks or any material change 
in cotton.” 

Cotton production is continued at a high level because of its great importance 
to the economic and military strength of the United States and the rest of the 
free world. 

‘“‘We must reverse the current downhill trend in feed grain stocks. Even 
greater production in 1952 would be necessary to build reserve stocks to desirable 
levels in addition to meeting current requirements.”’ 

Feed grain output must be supplemented by a high level of production of all 
grasses and roughage. 

“This situation emphasizes the need to see that every possible measure of 
efficiency is followed in the handling of the acres which are in use. With definite 
limits on available cropland, our farmers must depend primarily upon increased 
yields in turning out the production which will be needed. The goals program 
definitely recognizes this fact It calls for selective acreage increases for more 
urgently needed crops, to the extent which is practicable, but it emphasizes the 
general necessity for increased vields 

‘Under conditions of great demand and limited facilities for production, the 
goals program establishes a land-use pattern which will most nearly meet all 
needs.”’ 


1958 fall-seeded crops J uly 16, 195 2 


Commenting on the goals announced today, Secretary Brannan said: ‘‘ While 
the 1953 goal for wheat calls for almost 6 million acres less than the acreage 
seeded for the 1952 crop, it calls for a production that will assure ample supplies 
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for use both at home and for export to friendly countries abroad The large 1952 
crop makes it possible to establish a production level for 1953 whic] below that 
of recent years rhe goal for 1953, however, is kept on the side of abundance to 
play safe in the mobilization period rhe goal also recognizes that wheat, being 
a universal grain, may be substituted for other grains in case an emergency should 
arise requiring such use of wheat 

‘The goals for other fall-seeded grains rece xe the need to build up feed grair 
supplies as the basis for increasing livestock production The reduced acrea 
of wheat for 1953 should give farmers greater opportunity to increase the acreag 
of feed grains—whether fall or spring planted—or to move to a greater acreag 
of grasslands which is not only a basis for livestock production but will also « - 
tribute to needed soil and moisture conservation primarily in the Great Plair 
area 

“The guiding principle in all our goals, which are developed with the assistance 
of the State agricultural mobilization committees, is to meet all known requir¢ 


ments and provide for adequate reserve stocks to the fullest extent possible within 
a balanced-crop pattern for our available acreage 

















1953 spring-seeded crops Decembe ? 195 

Goals for 1953 calling for another year of balanced high farm production were 
announced today by Secretary of Agriculture Charles F. Branna 

‘Farmers should recognize, however, that ‘high’ does not mean ‘all-out’ pro 
duction of all ecommoditi NIore than ever, the 1953 goals will empha a 
sound balance in the crop-pro luctio1 patte vyhnhich means more It s ) e croy 
and less of other 

As in other vears, the goa program represents an attempt to inform tarmet! 

as completely as possible about foreseeable nationa eeds for farm commod 
and to help them plan ways and means of fulfilling those requirement while 
protecting the farm plant’s long-range production capacity through conservation 
farming 

‘“*Work by the Depart me nt and State ayricultural mobilization committees i 
arriving at the goals clearly indicates that larger feed reserves are urgent, as a 
measure of preparedness in t] of settied world conditions, as we us to 
protect farmers and the rest of the ‘onomy against the danger of a 1j0r crop 
failure 

‘‘An effective yrasslands program that is coordinated with provision for ade 
quate feed grain reserves will provide farmers with a sound foundation for mor 
stable long-range productio1 t, mill und egg Just as importa 
helps insure the continued f ou und * * * the Oa ura 
stresses increased output o ns ‘ and gras Smaller productio 
recommended for cotton, whe ‘ yilseeds 

‘Spring wheat States are urged not to exceed their goals 

‘* Exports of some farm products in 1953-54 almost surely w be beiow thos 
for recent years because of improved agricultural supplies in other countr und 
a shortage of dollar exchange We should indeed be lacking in our d 
farmers and to the Nation if the farin production goals we recommend did 
reflect this situatio 

‘If farmers make the needed production adjustments as a voluntary respo 
to the goals. they will reduce the possibility of hav ng to use acreag a 
and marketing quotas later to protect themselves against burdensome su l 
and depressed prices 

Total cropland use under the 1953 goals program would be about the sar as 


the 1952 figure of nearly 360 million acres 


Excerrt From MatTertAL TRANSMITTED NOVEMBER 30, 1951, By ACTIN 
SECRETARY McCormick Upon INVITATION BY THE PRESIDENT FOR CONSID- 
ERATION IN CONNECTION WITH THE PRESIDENT’S JANUARY 1952 EConomi 
REPORT TO THE CONGRESS 


THE NEED FOR A FURTHER INCREASE IN AGRICULTURAL PRODUCTION IN 1952 


+ 


In view of both the domestic and world situations prospec 
production must be increased further in 1952 and maintained at a high level in 
the years ahead. The objectives of our agricultural production program are 

(1) To meet our domestic needs for food and other farm prod icts, including the 
food requirements of our armed forces, agricultural raw materials for our expand 
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ing defense industries, and ample and good diets for our rapidly increasing pop- 
ulation. 

(2 lo meet, so far as possible, the normal requirements of friendly foreign 
countries for United States farm products and the special needs that may arise 
because of flood and drought abroad 

3) To maintain and build up adequate reserves of storable commodities against 
the hazards of weather in this country and the possibility of war 

On the domestic side, consumer incomes are high and increasing as the defense 
program expands. The domestic demand for food is strong and will likely 
strengthen further in 1952. It will be necessary to increase domestic supplies so 
as to meet these increased demands without augmenting inflationary pressures. 

Foreign demands also likely will remain at the high level of the past year. 
Many parts of the world depend on the United States for vit LLY Tee led s ipplies 
of farm products. While considerable progress has occurred in rebuilding agricul- 
ture abroad and in some instances prewar levels of food consumption have been 
regained, in many friendly foreign countries population has grown faster than food 
supplies and diets are far from adequate. It is necessary to produce enough to 
back up our Nation’s foreign policy by enabling us to share our food and fiber with 
friendly countries in need of help. This was dramatically i!lustrated during the 
past year by the emergency aid extended to India and Yugoslavia as well as con- 
tinued assistance to Western Europe and Japan. At the same time we must 
continue our technical assistance under the point 4 program of helping friendly 
countries to improve their own agricultural production 

While increased production in 1952 is desirable for many United States farm 
products, it is particularly urgent for feed grains. Livestock numbers have 
increased close to a record high this year and the potential exists for a substantial 
and continuing increase in meat production if feed supplies are available. Feed 
grain production this vear will fall short of the amount consumed by some 8 to 10 
million tons, resulting in a reduction in carryover of feed grains at the close of 
the season next fall of about a third In this event, reserve stocks of feed grains 
would be smaller in relation to livestock numbers and production than prewar 
Livestock production would be extremely vulnerable in case of a poor feed-grain 


crop in 1952. A repetition in 1952 of the poor corn crop of 1947, would result 
in heavy livestock liquidation and the need to curtail drastically feed grain 
exports. ‘lhe effect of this would be to reduce seriously our consumption of 


livestock products for several years in the future or, in other words a reduction 
in our standard of living 





In the case of cotton, continued high-level production also is essential The 
carryover on August 1 this vear was the lowest in 25 vears and represented only 
2% months of domestic mill consumption at current rates of activity Because 
of unfavorable weather in recent months, the cotton crop did not turn out as 
well as had been expected With a strong demand for United States cotton, 


both domestically and frora abroad, we are not likely to improve our cotton- 


stock position significantly this season 


ExceERPT FROM MATERIAL TRANSMITTED NOVEMBER 26, 1952, BY SECRETARY 
BRANNAN Upon INVITATION BY THE PRESIDENT FORK CONSIDERATION IN CON 
NECTION WITH THE PRESIDENT’S JANUARY 1953 Economic REPORT TO THI 
(CONGRESS 

SIGNIFICANT TRENDS IN AGRICULTURE 
1. Need for maintaining high agricultural outpul It is clear that agricultural! 


output should be maintained at a high level in 1953 Prospects for a high level 
of economic activity involving a substantial defense effort indicate a strong 
domestic demand for United States farm products. Furthermore, there is need 
to augment reserves of some farm products, notably feed grains, to provide for 
the contingencies of bad harvests or emergency needs in case of war. Carry 
over stocks of feed concentrates at the end of the current feeding season are not 
likely to exceed a 2 months’ supply. 

Yet, on the other side, it should be recognized that supplies of some farm 
products, especially the important farm export commodities, could well be exces- 
sive if current levels of production are maintained. Improved agricultural pro- 
duction abroad and dollar shortages in some foreign countries have reduced for- 
eign demand for United States farm products in the current marketing year sub- 
stantially below their takings in 1951-52. This is especially in point for wheat, 
of which shipments to foreign countries this season may be reduced about a third 
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The carryover of whe is country on J 1, 1953, mav be doul that of 
July 1, 1952 The heat product i 1953 ( ca for 
72 million seeded acer with 77.5 n acres { e 1952 
Carryover stocks of cotton are likely to be creased al tar ( males a 
the relatively low level of the summer of 1952, as a result of smaller fe 


takings 


Excerret From tHE ANNUAL Economic Review, JANUARY 1951 A Report’ 
rO THE PRESIDENT BY THE COUNCII F ] yomic ADVISER Pp. 96 


ADJ IMENT Ol Rit I Dt PION 

The defense situation has significantly changed the farm outlook Sur 
which seemed difficult last June present few probdk s toda\ WI our a 
cultural policy continues to encourage al lance farm products era 
it is now concentrated on specific items whi are j rt supply 

The demand for farm products has increased urkedly in 1 
Military needs for cotton and wool have great ur 1 the ark r t é 
products In addition, there is an exceptionally strong consumer demat 
meats and many other foods Coupled with thes igh demands, we ave 
supplies of cotton and wool—although fairly libera tocks of foods And 


will need to maintain large stocks ot food and feed as an insurance against u 








predictable demands and against the hazards o ather 

In World War II, our food and fiber ne s were met by a great reas 
agricultural production lotal output of farm ec odities increased by almost 
20 percent trom 1940 to 1944. This was made possil by good weather, by the 
rapid adoption of hybrid corn, and by using much more fertilizer an¢ achin¢ 
Since the war, output has 1 mained at higl evels lespite graduai red 
the number of persons working on farms 

It will doubtless be more difficult to increase fa output in the future ul 
was after 1940 Yet substantial gains are teasil Programs are being read 
justed to help bring about the highest possil total output, and esp \ 
encourage the production of the most needed ties, such as cotte \ 
corn, and livestock products In the case o otto! there W be no 1951 acrea 
allotments or marketi: quota, and every effort is being made to produce a 
crop ol 16 million bales, or 60 percent ore an the 1650 eroy ) la il 
it Was announced that there will be no acrea 1 { nts tor heat and | 
1951. In the case of cotton and whes price be SUpPpoOT 1 at 9O pe t « 
parity. On the other hand, there are now no supports on potatoes or on egg 

Farn ers are using less manpower than betore the Wal B tL the ire IS 
times as many tractors, twice the mimber o 1 Bia eS as 1 I ( 
and two to three times as much electric power and power-driven machinery 
The increased use of steel in the defense programs, and possibly the increased ust 
‘of nitrogen in explosives, make it difficult to avoid some bottlenecks i ood pre 
duction But our experience with this problem in World War II indicates that 
these bottlenecks can be Kept at a mini im by the retul sebedauling of 1 
ments and by appropriate measures of allocatio 

Although using less manpower, farmers are more dependent o d 
than in prewar times rhis could rapidly become a difficult prol the defense 
program continues to expand lor the present, it is less serious than the problet 


of assuring needed materials and facilities 


Excerpt From THE Economic Situation at Mipyear 1951—A Report To THI 
PRESIDENT BY THE CoUNCIL OF Economic Ab ERS (PP. 110 AND 111 


AIDS TO AGRICULTURAL PRODUCTION 








As part 11 of this review indicated, our national security program requit a 
continuing expansion of total agricultural pr argel reast 
for some crops than for others This expansior accomplis vit : 
smaller labor force on f 1 with shortages of some a als whi are 
essential to farm produc to food pro 

The farm labor foree dropped from 9.6 million persons in 1939 to 7.5 iniilior 
in 1950. Further decreases are in prospect, as farm workers take higher paid 
in defense industries With a declining labor force on farms, output of agricul 


tural products has been maintained only by the greatly increased use of fertilizers 
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insecticides and pesticides, farm machinery, electricity, and other laborsaving 
materials and supplies. Still further use of these will be required for additional 
increases in output. Specifically, it is essential to increase nitrogen production 
capacity substantially and quickly; to give high priorities to agricultural needs 
for machinery and spare parts; to increase substantially the output of insecticides 
and pesticides; and to assist farmers to obtain essential labor during peak seasonal 
needs. 

tural electrification has helped to increase farm output. The present shortage 
of copper and power prevents the full development of the rural-electrification 
program. Nevertheless, it will be prudent to supply necessary material and 
power to those projects which are of the greatest importance in increasing farm 
output 

We must continue to emphasize conservation and development measures de 
signed to maintain the productivity of our farmlands and to increase the vield of 
crops. Land reclamation projects, now nearing completion, will add to our farm 
output. With a heavy demand for lumber and wood pulp, we should proceed 
with the rapid construction of forest access roads, especially in the West 

These efforts are needed to assure a sustained expansion of farm output over a 
period of several years. The immediate supplies of farm products are adequate 
Per capita food supplies in 1951-52 are expected to be slightly larger than those 
of last year. The current wheat harvest is running better than had been pre- 
viously expected and, according to the July 10 crop report, crop prospects are 
generally good. Meat and other livestock products are in strong demand, and 
some production increases would be desirable. But this would require more feed. 
Thus the principal immediate problem is that of increasing our supplies of corn 
and other feeds. With good weather a start may be made toward replenishing 
reserves during the coming year 

Studies are under way to determine guides for agricultural production in 1952. 
National, State, and county agricultural mobilization committees are cooperating 
in this work, and will carry on an intensive educational program to inform farmers 
of these guides, and to help them make needed adjustments to keep output and 
requirements in balance 


ExXcERPT FrRoM THE ANNUAL Economic REVIEW \ REPORT TO THE PRESIDENT 
BY THE CoUNCIL OF Economic ADVISERS, JANUARY 1952 (pp. L112 AND 113) 


INCREASING AGRICULTURAL PRODUCTION 


Increased agricultural production, up to the limit of available acreage, and 
with special increases in feed crops, is contemplated in the Department of Agri- 
culture’s goal for 1952. The recent high level of farm output, about 40 percent 
above the 1935-39 average, has been a major restraint on inflation. Further gains 
are necessary to meet domestic consumption, exports, and storable reserves. 
Price-support programs again will 7 used for this purpose. 

The existing farm-price-support legislation for basic commodities, including 
wheat, corn, and cotton, was written eau 1948 and 1949. It was intended to 
cushion producers against abnormal drops in prices which might result from pro- 
duction in excess of market demand. It was feared that large carryovers would 
hang over the market and depress prices; also, that they would lead to excessive 
losses from price-support operations and alienate public support for the farm 
program as a whole. Therefore, the 1949 legislation provided for a reduction in 
price support levels when stocks were large, in order to stimulate consumption 
and to hold down production. 

The present situation is quite different from that envisaged in 1948 and 1949. 
The Secretary of Agriculture has asked farmers for maximum production of 
several of the basic commodities. Our reserves of wheat, corn, and cotton are 
all at lower levels than can be considered safe or desirable. Yet under existing 
legislation, if farmers succeed in increasing production sufficiently to build up 
reserves to safe or desirable levels, they could be penalized by having their support 
prices reduced from 90 percent to as low as 75 percent of the effective parity. 
This possibility may act as a deterrent to maximum production of basic com- 
modities by raising concern in the minds of many farmers lest the Government, 
after enlisting them in an all-out production drive, might leave them worse off 
as a result of their patriotism and hard work. Support prices for corn, wheat, 
cotton, and dairy products at 90 percent of parity have already been announced. 

In addition, wider and more effective use of fertilizer is necessary. Expansion 
programs for nitrogen and other fertilizers should be expedited, and adequate 
quantities of farm machinery provided. Newly irrigated land coming into pro- 
duction this year will contribute to the 1952 increase in output. 
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Excerpt From THE Economic REepoRT OF THE PRESIDENT, TRANSMIT1 
ConcREss JANUARY 12, 1951 (P. 15 

AGRICULTURAL PRODUCTION 


Our farms are no less involved in the production effort than our factories and 
mines. ‘The demand for farm products hi: 





is increased greatly since the Korear 


outbreak Military needs for cotton and wool have rise sharply Milita 
food requirements are also rising as more men come into military service l here 
has been an exceptionally high civilian demand for meats and mar ther s 


and this is expected to continue 
In the face of these rising demands. we now have low supplies of cotton and woo 


Our food supplies, while entirely adequate for the time being, will clearly have 

be increased ‘The Government is moving now to help meet the need for increased 
production, especially of cotton, corn, wheat, wool, and livestocl Acreage allot 
ments and marketing quotas have been set aside Price supports at 90 percent 
of parity have been announced for cotton and wheat for the 1951 ero} ear 


Every effort is being made to bring the new cotton crop to a level 60 percent 
that of last vear 


Our farms are now more mechanized than ever befor lo get out the Cr sed 
crops, they will need a steady supply of farm machinery and spare part Ferti- 
lizers will be equally necessary to meet expanding production goals. Our farmers 
are using much more fertilizer than before the war, and will need still more to get 
the vields that we are after Many of the things the farmers i will be i t 
supply Farm and industry requirements will have to be balanced very cart 
But we will do our best to se2 to it that the essential farm needs are met 


Senator ELLENDER. Senator Schoeppel, do you not think, in con- 
nection with what you have suggested, there should also be included 
how they anticipate getting rid of this? For instance, the goal of last 
vear for cotton was predicated on exporting 6 million bales. Instead, 
we have exported only 4 million bales. Do you get the point? 

If you are getting what Senator Schoeppel has asked for, you n ight 
enlarge it by giving us a picture of how the Department anticipated 
getting rid of the requested production. What was their plan, why 
did they ask for so much? 

The CHarrMAN. I am not sure the present officials of the Depart- 
ment can tell very accurately what was in the minds of the previous 
officials of the Department in asking for this 

Senator ELLENDER. No, but the goal sets it out 

Senator AnpeRson. Mr. Chairman, when | raised the questions 
that I did, it was not for the purpose of criticizing anybody in the past 
or anybody in the present on this thing. What | am concerned about 
is how we can keep from vetting into trouble in the future | have 
had quite a little bit of discussion recentl) with people who are talking 
about cattle and cattle prices and why they took such a terrible slump. 
You can explain and explain all you want to, but all vou have to do 
is look at the figures on it. It is not too difficult to understand 

I am not going to guarantee these figures, but I think our dairy cows 
went from about 35.3 million in 1950, as of January 1, 1949, to about 
36 million by January 1, 1953. That is a very normal and natural 
growth. It is only a few hundred thousand new dairy cows a year. 
Even if we improved our production records a little bit, it is not more 
milk than we ought to be consuming in this country. 

Look at range cattle. As of January 1, 1950, they were 42.5 million. 
They jumped to about 47 or 48 million in 1951; 52 million in 1952; and 
57 million by this year. The number of new people that are born, and 
therefore add to our population each year, would require about a 
million and a half head more cattle. So if you added a million and a 
half each year, instead of what we did add, you would have 44 million 
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in 1951; 45.2 million in 1952; and 47 million in 1953. But we have 
57 million. We have 10 million head of cattle that we do not actually 
require on the range. 

It is those 10 million head of cattle that have a whole lot to do with 
the present cattle price. The same thing on wheat. I do not want 
to go through it, but I would just like to put in the record here a 
memorandum which was drawn up by our staff on the suspension of 
the acreage allotments and marketing quotas on wheat. It shows that 
the total supply for the 1951-52 marketing year was going to be about 
1,600 million bushels and it might produce a carryover that would be 
fairly substantial. Then we took that and started figuring we were 
going to need quotas and decided that we did not need quotas because 
there was likely to be additional demand. 

The farmer who plants wheat is guided to some degree by that 

calculation on the part of the officials of the Department of Agriculture. 
I do not say they did not do the very best they knew how, because the 
best plans they can lay sometimes have to go wrong if conditions 
change. But it is this sort of a which throws the farmer off. 
Then you cannot come back and blame the farmers and say, ‘You 
just produced too much wheat ; you he ave got 800 million bushels more 
than you need; you deserve to suffer. 

He does not deserve to suffer. He was led to do it by goals outlined 
to him. All I am trying to suggest, Mr. Chairman, is maybe we can 
help the Department a little bit in this problem of burdensome 
surpluses if we steadily ask them to justify to us the goals they are 
setting before the American farmer. 

If they tell us why they are asking the American farmer for so many 
million bales of cotton when our market looks to be so much smaller 
than that, that will be one thing. Cotton, however, is a fairly easy 
crop to handle. You can stack it in ball parks and everywhere else, 
as we have had to do when we have had great surpluses. But eggs 
are not so easv to handle, as some people who have been through it 
know. I predict that you will find that butter is not quite so easy 
to handle. This 2-year storage theoretically is fine, but there are 
people in this room who have had their fingers burnt on two-year 
storage and I do not recommend it as a general rule of life. 

I would like, Mr. Chairman, to put this item on suspension of 
acreage allotments and marketing quotas on wheat in the record at 
this point. 

The CuarrmMan. Without objection that will be done. 

(The matter referred to is as follows: ) 


SUSPENSION OF ACREAGE ALLOTMENTS AND MARKETING QUOTAS ON THE 1953 
Crop oF WHEAT 


The law provides that marketing quotas shall be proclaimed for wheat whenever 
the total supply exceeds normal supply by 20 perce it The Department estimates 
that the normal supply for the 1952-53 marketing vear is 1,253 million bushels, 
consisting of domestic consumption (1951-52 marketing year) of 715 million 
bushels, exports (1952—53 marketing year) of 375 million bushels, and 15 percent 
thereof as an allowance of carryover amounting to 163 million bushels. 120 
percent of the normal supply therefore would be 1,504 million bushels 

The Department estimates that the total supply for the 1952-53 marketing 
year will be 1,604 million bushels, consisting of carryover July 1, 1952, of 248 
million bushels, estimated 1952 production of 1,326 million bushels, and estimated 
imports during 1952-53 marketing vear of 30 million bushels. 

Therefore, the total supply of 1,604 million bushels exceeds the normal supply 
plus 20 percent thereof by 100 million bushels. However, the Secretary deter 
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mined that imposition of marketing quotas and acreage allotments would not 
produce a reserve level which he deemed necessary for the present emerge 

Under the law, if acreage allotments and marketing quotas had been established 
for the 1952-53 marketing year, the m ceting quota would have been 982 
million bushels determined on the basis that a normal year’s domestic consumption 
and exports would have been 1,135 million bushels, to which would be added 30 
percent thereof, making a total of 1,476 million bu ls from w h the « ated 
July 1, 1953, carryover of 494 million bushels would be ibtracted | refor 


the marketing quota of 982 million bushels would 


require a national acreage 
allotment of 65,400,000 acres. With normal producti 


65,400,000 acres 


Department estimated that on July 1, 1954, the carryover would have been 375 
million bushels. The Department determined that adequate reserve or carryover 
for that date should be between 450 million and 500 bushels and t} - 
pended marketing quotas and acreage allotments under the emergency provisions 


of the law. 


The 1952 acreage is 78% million acres as compared to the 65.4 


l acre 
which would have been proclaimed under the national acreage allotment for 1953. 
Following suspension of the acreage allotment, the Department plans t ave a 
yroduction goal of 72 million acres, which is a 645 million acre redueti« ro 
I 


the 1952 acreage. 


The CHatrMan. I would say in regard to those who fixed the goals 
for agricultural production of what appeared to be unrealistic figures 
that they could hardly have anticipated conditions which failed to 
materialize. I think we should give them the benefit of that doubt. 

Senator ANDERSON. I| agree that you cannot say this person made 
a mistake and this person did not. I do say that, facing now 800 
million bushels of wheat, this committee and Department have some 
responsibility to try Lo decide how they are rong to get rid ot that 
wheat. I do not think it is going to do anything to say we need 
that for some war emergency that can come. We do not need it, 
and the fact that we are starting to market some of this old corn now 
and finding it no good illustrates that we do not need it 

We can always change from a livestock economy to a grain economy 


if we have to under the threat of war in this country We did it 
twice when we found ourselves in short rations on wheat We can 
do it again. The American public has never been unwilling to make 
its trade when it had to doit. Now I think we have to get rid of this 


wheat and get rid of it reasonably quickly, or we are going to punish 
everybody that harvests a bushel of wheat this coming vear 

As the distinguished Senator from the State of Kansas said, there 
are going to be just a lot of people who will pay because of the 
mulation of 800 million bushels of wheat. They are entitled to our 
best endeavors and the best endeavors of Commodity Credit to 
rid of them. Ido not know how you can trade it off. But, as I told 
a newspaperman who asked me something about a wheat deal the 
other day, at one time we traded wheat to India for jute bags which 
we in turn ttaded to Cuba for sugar. which we imported into this 
country. We did not need the wheat; we did not 
nobody could get together on prices because we had no price scales 

But we can trade commodities. We are asking for a great many 
things now from other countries who need wheat. Why not move 
some of this surplus out on the trade-and-barter basis? | 
can be done. 

Senator ELLENDER. I was exploring that with Mr. Davis just 
before you came in, Senator. 


The CHareaman. I was going to ask Mr. Davis what effect the new 


accu- 


ret 


need the sugar; 


think 11 


{ 


Food and Drug order will have upon the Commodity Credit Corpora- 
tion supplies of wheat; whether they will have any wheat left after the 
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ist of July which is not permitted for sale for human consumption? 
Do you anticipate that some of what is presently surplus may be 
prohibited from sale by the Food and Drug order? 

Mr. Davis. Mr. MeArthur and Mr. Watson are closer to it than 
I am, but I can say to you we are considerably concerned about what 
is going to happen, not only as of that time but even before that time 
when it becomes necessary to take over wheat and the people who 
would store that wheat become concerned as to ain they have to 
to guarantee the possibility of it. 

The CuatrMAN. Do you have any trouble in getting people to make 
contracts with the Government for the storage of wheat? 

Mr. Davis. It is going to be a serious problem, but these men are 
closer to it than Iam. _ I was going to say awhile ago, with respect to 
this dairy problem and any of these other commodities, I think if 
you want to go into them in some detail probably the desirable thing 
to do might be to ask the people from the different branches to come 
up here as we have today on grain. 

The Cuarrman, What do Mr. Watson and Mr. McArthur think the 
effect of the Food and Drug order is going to be on the grain supply? 

Mr. Watson. I think it is going to have a considerable effect. | 
would like to have Mr. McArthur talk about it. He has been fol- 
lowing that through more than I have. 

Mr, McArtruur. We have no complaint about the first phase of the 
Food and Drug cleanup campaign on grain; namely, the seizing of 
filthy grain. Of course, for years they have condemned grain that 
was sour and completely unfit, but it is only in the past year they 
have seized grain that was full of filth. I think the trade and the 
Government alike are certainly in favor of that part of it. But phase 2 
as they call it, regarding insect infestation, has been postponed until 
July 1. They have not put out a firm specification or criteria as to 
how much infestation would cause seizure. 

From our standpoint, it is becoming serious as well as the standpoint 
of the trade. For instance, already we have cars of wheat coming 
from the country, and the warehousemen are storing it. If they think 
it is questionable, they refuse to store it. Consequently, we have cars 
on the track and no place for it. So far, we have been able to meet 
that situation, but on May 1, when we take delivery from farms and 
country warehouses of millions and millions of bushels of wheat, we 
can see a lot of trouble, in that warehousemen will not want to store 
anything that looks questionable and they do not know what degree 
of infestation makes it subject to seizure. 

Senator Scuorprpe.. Mr. Chairman, I would like to say to Mr. 
McArthur he is touching on a very, very important situation. On 
the 28th day of last January, of this last month, in my State, in the 
capitol city of Topeka, there was a group of men from every section 
of the State that met with us for several hours to discuss what they 
were finding in even the 1952 crop of wheat, which was the best crop 
that my State has raised for a generation. 

They say that if that order in the second phase comes down the 
loss on the part of the warehousemep and the people who are responsi- 
ble for the type of wheat that went in, when it is determined what 
phase 2 will be, will be appalling. Therefore, I do think that the 
chairman of this committee and the other members of this committee 
are certainly pointing up something that we should go into and have 


oO 
‘ 
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some kind of determination on, because that is going to result not 
only in an Immediate loss because of insect infestation—which hereto- 
fore has never been very serious criteria that they have mitigated 
against us on—but it is going to have a tremendous effect upon what 
quantities of wheat you are going to warehouse and what the price 


is going to be to the producer—and it is going to be tremendous, in 
my humble opinion. | think it 1S something that we have rone nto 
here, and I think it is something we have to look into 

Mr. McArruvr. Furthermore, Senator, as near as I have been 
able to determine, the farmers have taken a terrific loss already 
especially in the Soft-Wheat Belt this side of the Mississippi Rive: 
They were warned at harvest time that they had better not stor 
their wheat on the farm; if it become infested, they might not want 


to buy it. They had better sell it now. ‘The result was there was 
very heavy marketing of wheat, particularly [linois and Indiana and 
somewhat in all the Eastern State Consequently, it was sold 


cheaper than it would have been if it had not been for this Food and 
Drug program. 

It has also had its effect on the Chicago market because on futures 
contracts they can deliver soft wheat, hard wheat, and spring wheat 


t = 


There was an overload of soft wheat which would be delivered and 
which those holding futures did not care to take It was known al 
this vear that the Chicago futures had been a drag on the market 

The CHatrRMAN. It would have been well below the cash pri 

Mr. McArruur. Jt had its effect on the wheat market of tl 
Nation. 

Senator WILLIAMS What percentage of your wheat holdings rep 
resent the 1952 crop? 

Mr. McArruur. We have no 1952 holdings They are all still 
under price support and will become deliverable May 1. 

Senator Witurams. In your inventory, what are the ages of the 
inventory? How old is the wheat in storage? 

Mr. McArtruur. We have assumed that most of those stocks, most 
of the wheat stored in warehouses, has been freshened up. So, it is 
largely the 1951 crop wheat. 

Senator WILLIAMS. You do not have a situation similar to what 
you have in corn? 

Mr. McArtuur. No, because the greater portion of our wheat is 
stored in warehouses on a commingled basis. On the food and drug 
question, we are not opposed to the principle involved, but it is cer 
tainly time that we know what the specifications are going to be. | 
never in my experience have seen the grain trade in the jitters that 
they are in now, and you cannot blame them. They do not know 
what to expect in the way of grain seizure. 

The CHatrman. Under the new food and drug regulations, if a 
sample is taken from a car that fails to meet the specifications, does 
that mean that the entire car would be rejected? 

Mr. McArruur. Yes. 

Senator Wiiiiams. You would be able to use that car then for 
animal feed. 

Mr. McArtruur. Yes; that is true. So far we have had some ears 
seized on account of chemical treatment, seed wheat for planting and 
not used. That was not even used for feed. 
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The CHairMan. The chemical treatment would not qualify the 
wheat to meet the Food and Drug specifications; would it? 

Mr. McArruur. Last year, in Montana particularly, they treated 
a lot of wheat for seed and did not plant it account drought. That 
came in and was delivered to the market. That was seized and 
condemned. 

Mr. Gorpon. I have one more comment on dried milk. In 1951, 
55 million pounds of dried milk were purchased, and of that amount 
only 1% million pounds are left. That is classed primarily as animal 
feed. 

Senator Witit1ams. How much loss did you take on that? 

Mr. Gorpon. That I could not tell you. 

Senator WiutuiaMs. That is fiseal year 1951? 

Mr. Gorpon. Yes, sir. The animal-feed grade sold at about 60 
percent of the edible-grade price. Now we come to a big item, and 
that is cottonseed oil. The 1951 holdover is about 119 million pounds, 
and that is a year and a half old. We do not know how long it can 
be stored. We have a research project going on at the present time in 
Beltsville on it and are taking samples every 3 months to keep up as 
best we can with the keeping qualities of the oil. 

The CuarrMan. What is that worth per pound? Fourteen cents? 

Mr. Gorpon. I think it is around 14 to 15 cents. Then, in 1952, 
266,780,000 pounds of refined. These figures are for refined. In 
addition, there are 203,220,000 pounds that will come into the in- 
ventory through the contracts with crushers now assigned to the re- 
finers. There are about 180 million more pounds of crude oil that 
will be converted into refined oil. 

Senator Witurams. Might I ask again how much milk vou moved 
in 1951? 

Mr. Gorpon. Fifty-five million pounds. 

Senator WituiaMs. To keep the record straight, the loss according 
to this report is $42,707,000 on 55 million pounds of milk. Is that 
right? 

Mr. Gorpon. That would be almost $1 a pound, would it not? 
It could not be. This book is for the fiscal year S51. 

Senator WILLIAMs. | give you the book. What does it show to be 
the loss on that? This is your own financial statement. 

Mr. Gorpvon. According to this, vou are right; the dried milk re- 
sulted in a loss of $42,707,000. But if we only handled 

Senator WituiAMs. Fifty-some million pounds of milk at 15 centsa 
pound; how did we lose $42,000,000? 

The CuarrMan. That is tied up to losses in previous years. 

Senator WituiaMs. That is what I am pointing up here. I am not 
criticising you because you are just coming in. For years I have 
studied those reports and tried to reconcile them. The man has not 
been born who can take those reports, put them together, and make 
them balance. As one member of this committee, I want to put a 
bookkeeping system, a better reporting system, in this agency. We 
are given a figure of 55 million pounds of milk sold during the year; 
vet the financial statement comes out showing that the Corporation 
lost $42 million. I would like to know where the money is. 

Mr. Gorvon. The cumulative figure since 1947 is only $57 million. 

Senator Wixiurams. Presumably the books balance. 

Mr. Gorpon. Yes, sir. 
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The CuHarrMan. What is that date? 

Senator Wituiams. The CCC report of June 30, 1952. That gives 
the program results for fiscal vear 1951—from June 30, 1950, up to 
June 30, 1951. There is supposed to be a breakdown by years. It 
shows a loss of $42,707,738 on 55 million pounds of milk if Mr. Gor- 
don’s figures are correct. 

The CHarrMan. And the support at that time was around 14 cents, 
as I recall it. 

Mr. Gorpvon. Yes, sir. It is fantastic 

The CHarrMan. In other words, the loss is over three times as 
much as the total value of the milk? 

Senator WiuuiaMs. It looks to me as though somebody took the 
answer and ran back on these figures to make the books balance: 
without any effort to reconcile the accounts. I am just wondering 
how much that has been done. Just as we pointed out on that 
difference in corn this morning, those figures, those reports should be 
reasonably accurate. When you bring down a report here—this on 
for example, June 30, and the latest report, December 31—-1 recognize 
that you are making estimates for what happened in February, o1 
what happened in January, and | am willing to accept those estimates 
with a reasonable degree of inaccuracies, but 1 want the financial 
statements accurate 

Mr. Davis. We can arrange to have the people who put out thos: 
books come dov n 

Senator WiiutiaAms. We have every right as the Congress and as 
American taxpavers to expect these books and press releases that 
come out of the Department to be accurate when they carry figures 

The Cuarrman. Mr. Davis, you have asked the General Accounting 
Office to audit those books, have you not? 

Mr. Davis. Yes, sir 

The CHarrmMan. And to make an inventory of what you have as 
shown by the books? 

Senator WiiirAms. In making this inventory, are you making a 
physical inventory as of February 1, or are you just auditing the books? 

Mr. Davis. The General Accounting Office indicated its inability 
to supply the manpower for a complete audit of all Government 
corporations in the Department of Agriculture at this time. Accord- 
ingly, arrangements were made with the Comptroller General for the 
audits to be performed by agency internal-audit staffs with participa- 
tion by General Accounting Office representatives to the extent 
necessary to insure that generally accepted audit programs are 
developed and followed. 

Senator WituiaAms. Are you making a physical inventory to see 
whether or not you actually have all of these commodities? 

Mr. Gorpon. Generally accepted audit procedures will be followed 
and that will include inventory verification to the extent necessary 
to satisfy the auditors that the inventories are correct 

Senator Wituiams. That will be done? 

Mr. Gorpon. Yes, sir. I asked that question myself 

Senator WiiuiAMs. In other words, you would know how much 
corn you have, the age of the corn and the grade, and the same with 
respect to butter and all the commodities? Is that correct? 

Mr. Gorvon. I asked that question myself because the other would 
be meaningless if they just audited the books. 

Senator WituiAms. That is the point 
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Mr. Gorpon. It will take them between 4 and 6 months, they think, 
to make that audit. 

Senator Wiiuiams. I would not be surprised from what evidence 
we have here. 

Mr. Gorpon. That is using every man available. 

Senator Wiiuiams. I think you will find that these books mean very 
little. I would like to know the real answer. 

Mr. Gorpon. That one was audited by GAO 

Senator Wiuuiams. I do not think their audited report is down yet. 
General Accounting furnishes a report the 15th of January presumably 
It may be that this is a typographical error, but I do not like these 
typographical errors when your books still balance. I wonder how 
you do it. We found them out of balance once by $350 million and 
they had made them come out even for six years before we ever got 
the Secretary to admit that they were out of balance. We do not want 
that to happen again. 

Mr. Gorpon. If that were not put specifically under dried milk I 
could raise questions as to whether butter and cheese were in there, 
but it is specifically under dried milk. 

Senator WriurAms. Butter above it is $44 million. 

Mr. Gorpvon. That is right. It just does not jibe any way you 
look at it. 

The CHarrmMan. Does that show a loss of $44 million for butter for 
last year? 

Senator WriuiaMs. Fiscal ending 1951. Last year it was only 
$41,571. ‘That is carried as a profit ending fiscal vear 1952 

Mr. Davis. We can check into that one for vou and get you the 
answer. That is not really what your point is. I do not think that 
you are concerned about milk as much as you are the records. 

cee Wiiuiams. It is the principle of inaccurate records. When 
vou find it happens in an instance on corn and you find it on these 
different commodities I am really wondering just how much attention 
we can pay to the overall report that comes down when you say that 
we have a couple billion dollars worth of agricultural commodities on 
loan, when we go through the reports and find twenty or thirty- 
million dollar errors. 

Mr. Davis. We also arrange for the people who are responsible for 
that report to discuss it with you. 

Mr. Gorpvon. I wonder, is there not a 1952 figure there, too? 
Might that not be the loss on the stocks acquired in 1951, and the 1951 
figure might be on stocks acquired in 1950. In 1950, that was a 
tremendous year in butter, dried milk, and cheese, all of which have 
been disposed of, and none of which were on hand at the beginning 
of this vear. 

Senator WiiuramMs. That might be the explanation. The overall 
net result may be reported. That might well be true, but it is still 
erroneous reporting. 

Mr. Davis. That might be the answer. 

Senator Wiiurams. Still it is misleading to Congress and to the 
public to juggle these losses around from one year to another. They 
should be put where they belong. They have no right to send down 
a report showing a loss if it is not in the vear in which it was developed. 
The overall result may be right. 

(Supplementary statement filed by the Department of Agriculture 
relative to apparent discrepancies in dried milk losses is as follows:) 


INVENTORIES OF THE COMMODITY CREDIT CORPORATION 71 


\I arc » 152 
Hon. .GEorGE D. AIKEN 
Chairman Committee on Agri e and I 
l s\ \ 
DEAR SENATOR AIKEN: When I testified before vour committee on Februarv 23 
I was not able to give a satisfactory explanation for an apparent loss of $42,000,000 
in the sale of some 55,000,000 pounds of dry mill This milk had cost ¢ 
Credit Corporation less tha 15 cents per p 
Tl ec contusl I arose it vil the rac i Nel \\ t Wiis i - 
about fiscal vear 1951. whereas mv answers were applicable to f ; wr 1952 
There were no errors or discrepancies in the financial statements of CC 
operation. In order that the record of the hearings 
anyone who reads it I request that t = le er | erted at 
in the hearings The operating results for 2 fiseal vears jie ar 
below 
Fiscal vear 195! 
Dry milk sold Hour 922 Gig 1 
Dry milk donated to charitable age 1o 123. 43 140 
Operating loss $42, 707, 738. 50 
Cost of donations S16. 485. 540. 2¢ 
Loss on sales $26, 222 8. 24 
Loss on sales per pound é 7 9 
Fiscal ve 1952 
Dry . 4. Af ) 
Dry n lonated rita iy j SSH 
Operating LOSS ‘ x3 SS 
Cost of donatic $127, 575. 50 
Loss « saies S1. OF Ss 
Loss on sales per pound C 
I am sending a cop f sc i Sena W i 
Sincere 
Llow H. Gor \ 
i 


The CHatrRMan. You have about $100,000,000 of cottonseed oil 

Mr. Gorpvon. We have or have in prospect about 700,000,000 
pounds 

The CuHarrmMan. That will be about $100,000,000 worth 

Mr. Gorpon. Fats and Oils Branch are very optimistic about mov- 
historical sage 


ing a considerable amount of this oil, based on 
They seem to feel rather optimistic about it 

Senator Wiiuiams. Does that come under the mandatory support 
program? 

Mr GORDON No Sil 

Next we have linseed oil, 488,000,000 pounds on hand from 1948 
Three hundred million pounds of that is inventory stored for the 
account of the Secretary of Agriculture as a reserve under the Defense 
Production Act 

The CHarrMANn. Why would that be stored for Agriculture? It 1s 
really stored for the Navy, is it not? 

Mr. Gorpon. Yes, si 

The CHAIRMAN. Is that charged against the Department of Agri 
culture? 

Mr. Gorpon. No, si The 300.000.000 is charged against Defens« 
Production money No losses will go against us 


The CHarRMAN. That shows a reduction in inventory over the last 


2 or 3 vears, does it not? 


Mr (JORDON Yes sir 
Senator WiturAms. Is that a mandatory support it mm. 
Nir (FORDE N No 


) 
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The CuarrmMan. That is a result of the holdover from the war and 
the 2 or 3 vears following the war when the Secretary supported thi 
price of flax at about 140 percent of parity, as | recall it, for fear that 
we would get out of linseed oil. Im my opinion it was supported 
at a very high level, particularly for the last 2 years. ‘The result is 
that vou have an unnecessary and unneeded accumulation of linseed 
oil at least for a few years. 

Mr. Gorvon, .t goes along with such crops as Egyptian long-staple 
cotton, castor oil, and so forth, that he was required to handle under 
the Defense Production Act, or was directed by the President to 
handle. 

On tung oil I notice we have only about 7,600 pounds, but 1,400,000 
pounds were also transferred to the Secretary’s reserve, the same type 
of thing. This is just a small lot that was not a tank car and it was 
not possible to move. 

The CHAIRMAN. On tung oil have you investigated the situation 
relative to the large importations from the Argentine? 

Mr. Gorvon. We are studying that now. 

The CuarrMan. To ascertain whether any other country may be 
mar<eting through the Argentine? 

Mr. Gorpon. Yes, sir. 

Senator ELLENDER. You say that is being done now? 

Mr. Gorpon. Yes, sir. Olive oil, there is none on hand, but the 
prospect of about 330,066 gallons in the next few weeks. 

Senator ELLENDER. Where would thet come from? California? 

Mr. Gorpvon. California, | would assume. 

The CHarrMan. Would this be the first vear that we ever purchase¢ 
olive oil in that quantity, purchased at a supporting price? 

Mr. Gorvon. | could not answer that. 

The CuatrMan. | had not noticed it before 

Senator WituiAMs. Is that mandatory? 

Mr. Gorvon. No, sir. 

Senator WiiuiaAmMs. How much have you tied up at the present 
time? 

Mr. Gorpon. None now. There are 330.000 gallons in prospect 
Senator WiturAMs. At what orice? 

Mr. Gorpvon. I could not sav. You see | have no figures on that 
because we do not have any in inventory at the present time. 

Senator WiiutiAmMs. Do vou have any idea at what it was purchased 
in the past, approximately? 

Mr. Gorpvon. Apparently the last program was 1951, and there is 
none on hand from that crop. That again was part of the defense 
program, was it not? 

The CHarrMan. Olive oil? 

Mr. Gorpon. Yes. 

The CHarrmMan. I do not know. I would imagine that the surplus 
of olive oil may possibly be due partly to increased importations from 
Spain, Italy, and other Mediterranean countries. 

Mr. Gorvon. On peanuts we have 48,000 tons from the 1951 crop 
on hand from the Virginia-Carolina-Georgia area, I believe. Seventy- 
five percent of these are supposed to be edible and 25 percent inedible. 
In other words, suitable for oil. We are studying that situation very 
carefully to see what to do with these peanuts, whether to make them 
available for crushing into oil, because we are being asked at the 
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present time to agree to the import of peanut oil and we do not feel 
that it is advisable to import oil if we have peanuts which are not 
strictly edible in quality and which might be converted into oil and 
utilize the crushing facilities in this country So we have that on 
study at the moment. That could have some effect on the allotment, 
acreage allotment for this Virginia type of peanut 

Senator ScHoEPPEL. Also your record shows here that the storable 
life on those only runs to the Ist of September of this present year 

Mr. Gorvon. As edible, ves, sir; which makes it all the mor 
important to reach a decision quickly on it. We have that under 
way. 

Senator ELtenpeErR. Will you go back to this olive oil. You say 
there is a support program for olive oil? 

Mr. Gorpon. Apparently so 

Senator ELLENDER. Would vou mind looking that up and putting 
in the record at this point what the support price is? 

Senator Wituiams. And the historical background of any support 
there has been in the past on olive oils 

The CHArRMAN. That is one of the permissive supports 

Senator ELLENDER. There is none on hand now. | am just wondet 
ing about that. I have never seen it before 

Mr. Gorpon. I will be glad to get that information 

(The information referred to is as follows 


An olive oil price-support program was requested by tl yroducers of 
through the Olive Advisory Board and the California Department of A 
This request Was made at a time when a record crop Was in prospe 
terranean area. 

The support level for the 1951 and 1952 crop years was $2.50 per 
oil meeting the specifications for United State rade A olive oil and 
fatty acid content not in excess of 1 percent Che support level f 
meeting the above specifications but containing more than I ] 
acid but not in excess of 1.4 percent was $2.25 per gallo: | 
were applicable to olive oil in new 55-gallon drums 

As of January 31, 1953, reports show 330,000 gallons of oli il under loan and 
purchase agreements CCC is now in the process of taking del rv 
olive oil. 

The New York Journal of Commerce quota s, February 24, were $2.60 
$2.70 per gallon drummed, duty paid New York, with a firm market The mat 
indication is that offerings are limited and importers are not replenishing t r 
stocks. CCC has issued a sales announcement offering to sell United Stat 
grade A olive oil containing | percent and less free fatty acid at $2.67 per Lllor 
drummed, west coast points. This price is 5 percent above the ac 
plus estimated handling and storage costs \t the present time, it is « ated 


that no loss will be incurred on 1951 crop olive o 


Mr. Gorpon. Now we are back to corn | have here much of 
information that was requested this morning. I have the information 
that you asked for, senator I also have the storage pict ire ihnen 
| have here the ownership by Commodity Credit Corporat on, going 
back to 1948 and bringing it up to January of this veai 

The high point was reached in March 1951, at which time t 
Commodity Credit Corporation owned 438,000,000 bushels of corn 
That has dropped steadily until today it is 266.9 million bushels 

Senator WiLuiAMs. That is the amount of corn that you own today’ 

Mr. Gorpon. That is Commodity Credit Corporation stocks only 

Senator WriiuiaMs. When you speak of owning, that is what you 


own. You have under loan, on which you have a good prospect of 
taking, how many more? 
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Mr. Gorpon. Three hundred million. Five hundred on loan, but 
300,000,000 we have in the prospect of taking. The 438,000,000 
represented 20.8 percent of the total available supply of corn as of that 
date. 

Senator Wituiams. What percentage of the corn 

Mr. Gorvon. Now it is 10.4 percent of the available supply. 

Senator WiiuiamMs. What percentage of the corn crop normally do 
they figure that moves in commercial channels? 

Mr. Watson. About 1 billion bushels. About a third of the corn 
crop. 

Senator Witirams. You are expecting to have approximately 
500,000,000 when you get through? 

Mr. Gorpon. Three hundred million. 

Senator WittiAms. Three hundred million altogether, including 
what you have on hand? 

Mr. Gorpvon. Oh, no. Coming in the 1952 crop. 

Senator WiiuiAMs. That is what lam speaking of. ‘Then you have 
about two-hundred-some million on hand now? 

Mr. Gorpnon. Yes. 

The CaairmMan. You have about between 450 and 500 million 
bushels of Government-owned corn. 

Senator Witiiams. Under your Government program you have the 
equivalent of approximately a half of 1 year’s normal marketings, if 
you market out 1 billion bushels a year 

Mr. Gorpon. It will be close to it. 

Senator WiiurAms. You will own approximately half 

Mr. Davis. And about 15 or 17 percent of the used production 

Mr. Gorpon. I will turn these figures over for the record 

I have some figures on the other questions that vou raised this morn- 
ing. I will talk to you separately about that 

Senator ELLENDER. Mr. Chairman? 

The CHAIRMAN. Senator Ellender. 

Senator ELLENDER. The clerk has just handed me a memorandum 


éé 


on ‘‘Price support”’ and it savs here, for olive oil, 1951-52: 

Commodity Credit Corporation has offered loans and purchase agreements to 
olive producers at $2.50 per gallon of olive oil. This is equivalent to $66 per ton 
of olives, crushed, for oil, and 35 percent of the paritv price for such olives at 


December 31, 1951. 

This is a permissive program. 

The CHartrMaNn. That is about a $660,000 investment. 

Senator ELLENDER. They do not have it yet; they will take it. 

Senator WiLuramMs. On just what basis did you make your decision 
to support olive oil when you do not support many other perishable 
crops? Just why are the olive oil producers more eligible for con- 
sideration? 

Mr. Gorpon. I am sorry I have not been able to get into that as 
yet. Ido not know the background. 

That brings us down, if we are through with corn, to wheat, of 
which we have on hand 123,000,000 bushels. That of course is on a 
commingled basis and no danger of loss. The prospects are for about 
a 300 million bushel takeover from the 1952 crop. 

On oats, 4,461,000 bushels in inventory, all in good condition. It 
is estimated to be a 10 million bushel takeover in 1952. 

The CHarrMan. Out of a billion bushel crop? 
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Mr. Gorpon. Yes, sir. 

Barley, 300,000 bushels on hand and 2 million bushels estimated 
takeover. 

Rye, 34,000 bushels; no estimated takeover for 1952 

Senator Wiuuiams. Rye is not a mandatory price support. 

Mr. GORDON. No, sir 

Soybeans, a thousand bushels on that; no estimated takeover. That 
is just a cleanup. 

On flaxseed we have somewhat of a problem. There are only 
146,000 bushels on hand and that is almost entirely less than carlot 
quantities which are difficult to move under the restrictions of section 
407 of the 1949 Agricultural Act. We think we see some light on that 
now and we will try to get some movement on it 

Cottonseed meal, we have on hand 56,672 tons but we are looking 
at a 350,000-ton takeover 

The CHarrMan. Do you know about what the total amount on 
hand is? How much does the trad have on hand? This is something 
that has to be moved right away. 

Mr. Gorpvon. Seventy-five to eighty percent of this is sack meal 
which should be moved before hot weather sets in. 

Senator WiturAMs. Is this a mandatory price program? 

Mr. GORDON No, SIU 

Senator Wu LIAMS. W hat price are you paying ior this today 

Mr. Gorpon. About $55 a ton as I remember it; in that neighbor 
hood. 

Senator WruutiAmMs. How does that compare with the price 3 to 4 
years ago? 

Vir. GoRDON I do not know The ceiling on it is around eighty- 
some dollars a ton. It is actually selling around $76 per ton now, | 
believe. 

Senator SCHOEPPEL. $74 to $78 

Mr. Gorpon. We are asking that committee at a meeting today 
to ask what the position is on this Whi reas we have been calling 
for the ceiling price on our resales, we think it is time we modified 
that to get to the market in order to move it as rapidly as possibl 

Grain sorghums, 41,000 hundredweight, most of them in western 
Kansas. It Was kept the re because of local de mand which has how 
pretty largely disappeared, but it will soon move into export becaus« 
of the ready export market for it 

B ‘ans, these are dry edible be ans Wi have 559 000 hundred 
pound bags of the 1949 crop of beans. ‘Those are Great Northert 
They probably should go on the export list where they could be 
moved out. 

Senator Witi1AmMs. What is the condition of those beans? 

Mr. GORDON. Good There are Ln illion hundred pound bags that 
are also in good condition The life of 
to be about 2 years. What variety are those, Mr. Watson? 

Mr. Warson. Those are pea beans and baby limas, mostly 

Senator WituiAMs. There is nothing mandatory about the support 
of those beans; is that correct? 

The CuHarrMan. I think it is a 60- to 90-cent group. 

Senator Witu1Ams. Are they mandatory to be supported at 60 o1 
90, or is it optional? 

Mr. Watson. Dry beans are not mandatory 


them in storage Is supposed 
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Mr. Gorvon. There are 300,000 hundred-pound bags, sample 
grades. ‘Those are pea beans. You have plans for moving them, 
have you not? 

Mr. Warson. Yes, sir. 

Senator ELLENDER. What year are those? 

Mr. Watson. 1951 crop. 

Senator WiLu1AMs. You say you have plans to move those? 

Mr. Warson. Yes, sir. 

Senator WiLttiams. How much are vou going to get for them? 

Mr. Watson. We are trying to get $6 at Baltimore. 

Senator Wittiams. How much did they cost you? 

Mr. Warson. About $8 a bag. 

Senator WittiAms. About $2 a bag loss? 

Mr. Watson. Yes, sir. 

Senator ELLENDER. That is the 1951 crop? 

Mr. Warson. Yes, sir. 

Senator ELLENDER. | notice you have some of the 1949 crop, which 
are cood. 

Mr. Warson. Those are Great Northern. 

Senator ELLENDER. Why did these 1951 beans deteriorate? 

Mr. Warson. Because they were from different areas 

Senator ELLENDER. It is not the same bean? 

Mr. W ATSON. No, sir. 

Mr. Gorpvon. The storage conditions are different 

Senator WittiaAmMs. What do you think you could get for the 1,- 
359,000? 

Mr. Warson. I think we can get about $6.60 delivered to the gulf. 

Senator Witutiams. How much? 

Mr. Warson. $6.60. 

Senator WituiAMs. That is on the 1949 crop? 

Mr. Warson. Yes, sir. 

Senator WiiitiAms. They cost you how much? 

Mr. Warson. They cost us about between $7.50 and $8 a bag. 

The CHarrMAN. That is a better price than you got last year 

Mr. Warson. Yes, sir. 

The CHarrMan. You sold a lot of beans for a lot less than that, as 
I recall it, last vear. 

Senator ELLENDER. That was the New York beens 

Mr. Watson. The New York beans were red kidney. 

Senator ELLENDER. That is what Senator Aiken is talking about 

Mr. Watson. We are getting a better price for the Great Northern 
than the red kidney. We had to let them go at an extremely low 
price, $2.50 a bag for some of them. 

The CuarrmMan. You sold a lot of other Government-owned beans 
for $4 or $5. 

Mr. Watson. Yes, sir. 

Senator Wiiirams. That was after they had gone bad? 

Mr. Watson. Yes, sir. 

Senator WiiuiaAMs. These figures that you are giving us is what 
you would get if you were selling them good, but if you sell them as 
usual, letting them go bad, you would get less. 

Mr. Warson. This $6 price that we are offering to sell pea beans is 
“eam.” 


Senator Wiitu1amMs. How many have you sold this past year at $6? 
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Mr. Watson. We have had various prices on them We had 
moved 600,000 or 700,000 bags, I expect, of earlier crop pea beans 
Again I do not recall the exact figure. We have been moving pea 
beans at export prices for quite some little time. 

Senator Wittrams. Why do you not move the 1949 beans? 

Mr. WATSON. We deliberately took 

Senator WituiamMs. Why do you ship the new beans 

Mr. Watson. The 1949 Great Northern? 

Senator WiuuiaMs. Yes. 

Mr. Watson. We used to have a tremendous inventory of 1948 
and 1949 Great Northern beans. We have gradually been moving 
them through export We decided about 2 or 3 months ago to take 
them off the export list for the time being in order to determine what 
the domestic situation would be. 

Senator WinuiaMs. If | remember correctly, about 1948 or 1949 is 
when we were getting such a severe lecture for not putting pric 
controls on the whole price of food and holding the cost of living down 
Apparently the Government was accumulating these food products 
in inventory and holding them back. Why did you not put some ¢ 
these out on the market then instead of talking about price controls 
in 1948 and 1949? 

Mr. Warson. We did have a big inventory of beans a few years 
ago, mavbe 10 million bags Thev were beige offered for sale eithe 
for export or domestic market 

Senator WiLuiAMs. It seems to me that a lot of these purchases that 
were not mandatory were being made at atime when vou could influence 
legislation rather than help the farmers. I don’t see any other reason 
why vou would pull all of these commodities off the market, put them 
in the warehouse to rot, and now come out here suddenly and want 
to get rid of them, to dump them on the market 

I don’t know why you held them back through 18 or 20 months of a 
war when you have been apparently expressing a lot of concern about 
the cost of living 

Mr. Watson. We have alway s offered our commodities for sale for 
anyone to buy them, either domestically or export 

Senator WintiAMs. But you have offered them cheaper by about a 
half to the foreign consumer than you have to the domestic consumer. 

Mr. Watson. That is correct. 

Senator Wiir11aMs. It has been possible under your program for a 
housewife in any country except the United States to buy these 
products for about one-half of what the American housewife might 
have bought them. Is that not true? 

Mr. Watson. | do not know if it was half or not, but we have been 
offering the exporters a cheaper price; yes, sir. 

Senator WiiuiAms. Does not it seem just a little bit hypocritical 
to soak the housewife over here in that way? 

Mr. Watson. Of course we have attempted to maintain the do- 
mestic market on the price of beans. That was one of the reasons we 
exported, rather than sell them to the domestic market 

Senator WiuuiaMs. The net effect of these programs in accumulat- 
ing these big surpluses, as Senator Anderson pointed out, is that you 
have established now over the farm products a ceiling. It is not a 
ceiling by law, but 600 or 800 million bushels of wheat and 400 or 500 
million bushels of corn, and the same thing is true with the large 
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inventory of cotton. You have in effect a ceiling over all com- 
modities where they can not go through. Your support price is now 
turning into a ceiling price. Is not that almost the effect? 

Mr. Watson. On some commodities the market price is not the 
ceiling price, that is correct 

Senator Wituiams. That is pretty much on all commodities. 

Mr. Warson. If you want to so consider it, of course. 

Senator WixturAms. In reality | do not think you have helped the 
farmers at all. I think you have just been giving them a good 
kidding on a lot of this. 

The CuarrmMan. Mr. Gordon? 

Mr. Gorpvon. We have on hand in grass seeds for hay pasture, 
16 million pounds in warehouses and 44,000 pounds in bin sites, all 
of which is in good condition. We are looking at 20 million pounds 
of takeover in 1952, made up largely of Kentucky fescue and alfalfa. 
The production of those seeds has been enormous in the last couple 
of years, with the result that there are tremendously heavy inventories 
throughout the country. 

Senator WiiuiaMs. Is there anything under the law that requires 
you to accumulate these surpluses on this commodity? 

Mr. Gorpon. No. The program was started originally as I under- 
stand it largely for the purpose of encouraging cover crops in connec- 
tion with soil-conservation practices. 

Senator WiLuLiAMs. Now it is out of hand? 

Mr. Gorpon. Now it is getting out of hand and it is time to take 
them off. For instance, on the Austrian winter peas, we have 205 
million pounds of those on hand. They just quit using them 

The CHarrMAN. What are you going to do with that? 

Mr. Gorpon. The Army found that it can use them for relief 
feeding in Korea. We are working with them now trying to move 
substantial quantities of that. 

Senator Wriirams. How much did they cost you? 

Mr. Watson. About $4.50 a bag. 

Senator Wiiiiams. You have about $8 million in them; is that 
correct? 

Mr. Gorpon. Close to it. 

Senator WituiaMs. There was nothing in the law that made that 
mandatory. About the only prospect that you have of getting rid of 
them is in effect giving them away. Is that true? 

Mr. Gorpon. No, sir. We have been getting $3.50 a bag for the 
Austrian winter peas. 

Senator WiiurAMs. But you cannot sell them? 

Mr. Gorpon. Yes; we can sell them. Some of them have been 
sold at $3 for feed and some for $4. 

Senator WiiiraMs. ‘To whom are you selling them? ‘To another 
agency of the Government? 

Mr. Gorpon. Well it would be in the case of the Army. It would 
be somewhere between $3 and $3.50. 

Senator WiiuiAMs. Forget for the moment that the Army is going 
to buy them—maybe that is all right—leaving another agency of the 
Government out of it, can you sell them and get $3.50? 

Mr. Gorpvon. Some have been going for export, modest quantities 
of them. Some have been sold domestically for feed at $3 a bag. 

Senator WiuuiiaMs. Are you still buying them? 
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Mr. Gorpon. No. There is no program on them this year 

Mr. Watson. For feed? 

Senator WiiiriAms. No 

Mr. Gorpon. Blue lupine is a problem 

The CHAIRMAN. What are you going to do with that? 

Mr. Gorpvon. That is a cover-crop seed. The demand for it has 
dropped off tremendously 

The CHArRMAN. What does that sell for? 

Mr. Gorpon. That is a low-price seed. What does that sell for? 

Mr. Warson. Most of our sales have been in the form of fertilizer 
outlets which is netting us about 2 cents a pound 

Mr. Gorpon. What was the support? 

Mr. Warson. I think either 3 or 314 cents 

Senator WituiAms. There is nothing under the law which makes it 
mandatory to support these grass or pasture seeds; is that corr 

Mr. Gorpvon. That is correct. We are getting out from unde 

Senator Witiiams. The only purpose of buying them, from your 
angle, would be to hold them up to the price of the farmer-producet 
is that correct? These grass seeds, for « xampl 

Mr. Gorpon. There is no program. It is outmoded now, if that 
is what vou are talking about 

The CHarrMAn. What vear wert these acquired, the winter peas 
and blue lupine? Have they been on hand a lone time’ 

Mr. Watson. Yes We have had them about 3 vears 

Senator WintuiAms. How long will the germination stand? 

Mr. W ATSON It begins to drop after 1 vear 

Senator WituraAms. The pome* that I am trving to Dring out Is 
this The mil group of people who use this I roduet at all are other 
farmers 

Mr. Gorpon. That is right 

Senator WitiiAms. So in effect what you have been dome, ts that 
the monev that you have been spending here under the guise of help 
ing one farmer, at the same time has had the effect of holding up 
the price of the cover crop that the other farmer has been buying, 
up at an artificially hieh level, and letting these seeds waste in the 
warehouse. It has been a complete wast» from both angles 

Mr. Gorpon. I think what you are pointing out is that this 
program should have been stopped 2 or 3 vears soone! 

Senator Wriurams. It should have been 

Mr. Gorpvon. Yes, sir. It will be. 

Twenty-one million pounds of other seeds, that is mostly sweet- 
clover and seed of that kind, which apparently is in good condition. 
Most of it is located in warehouses 

Wool, 130,000 pounds in storage at warehouses in Boston, Phila- 
delphia, and other areas. That is in good condition. It deteriorates 
about 5 percent a year. Prospects are that we may acquire about 
115 million pounds of pulled and shorn wool under the 1952 price- 
support program by April 30 of this year 

Senator Wriurams. In the price-support program I notice they put 
out an announcement a couple of years ago that they wanted to 
accumulate 200 million pounds in their stockpiling program as a 
safety reserve. 

Has that been done? 

Mr. Davis. That was not that recent, was it? 
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Senator WituiamMs. Maybe it was a year ago. 

Mr. Davis. They started to do that. That shot the price up 
higher than it had ever been. 

Senator Wiiuiams. Before they started to do it—the CCC liqui- 
dated 250 million pounds of wool at a loss. Then they announced a 
stockpiling program and the price of wool about doubled. 

Mr. Davis. It went up to about $1.50, almost $1.70 in the grease. 

Senator Wiiurams. And the Government no doubt purchased in 
that stockpiling program some of the same wool that the CCC sold 
a few months ago below cost. 

Mr. Davis. | am not sure about that. Possibly. The price is 
now back to around 60 cents. 

Senator WriutiAmMs. Have they completed that stockpiling program? 

Mr. Davis. No. 

Senator Witiiams. Mr. Chairman, if we have a situation here 
where wool is a mandatory support-program item, could we not stop 
this stockpiling program and turn the wool over to the stockpiling 
agency? 

The CHarrMANn. We have not much on hand now. 

Mr. Davis. They are not stockpiling. 

Senator Wittiims. What have they done with what they pur- 
chased? 

Mr. Davis. The Army? 

Senator Wituiams. They announced they were going to purchase 
200 million pounds. Have they declared that surplus? 

Mr. Gorvon. No. They never purchased 200 million pounds. 

Senator WituiamMs. How much did they purchase? 

Mr. Gorpon. It was not near that much. I do not know offhand 
what they purchased. 

The CHarrMANn. To what extent is this anticipated purchase of 
115 million pounds due to other countries dumping subsidized wool 
upon us? 

Mr. Davis. To a large extent. The big problem is South America 
First they held their wool off the market expecting to get a very high 
price, and they did not realize that. Now they are doing just the 
opposite and they are offering a premium in terms of their currency 
for the exporting of wool tops from Argentina, primarily, into this 
country. It operates like this: The ratio—Il forget exactly what it 
is—is something like 5% pesos to the dollar as the official rate, but 
they say to the exporters, ‘‘If you use it for putting wool tops into 
the United States, then the ratio will be 7's to 1,”’ which is in reality a 
subsidy. 

That has been going on for almost a year now. A good many 
hundred million pounds of wool, a good deal more than our total 
production, has come in that way. They bring the tops im, and that 
provides the labor down there of converting from grease wool to tops. 
The wool industry of this country has tried to get the Government, 
the Treasury, first, to invoke section 103 of the tariff law. It is a 
provision of the Treasury that applies to the manipulation of currency 
and subsidies. The Treasury refused to act. 

Then the Department of Agriculture last year recommended to 
the President that section 22 be invoked. The hearings on that were 
held in September, and there is still no action under that. The wool 
tops are still coming in and we are taking in over a hundred million 
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pounds of wool this year under the program because we have let the 
foreign wools come in, a large part of it subsidized by this conversion 
The CHAIRMAN. You say only a million pounds? 

Mr. Davis. No, sir I do not remember, but there are over 
400 million pounds came in from Argentina 

Senator WiuurAMs. The net effect of that is that we are supporting 
Argentine woolgrowers 

Mr. Davis. That is right 

The CHarrMan. Why are they so anxious to dump on our market 

Mr. Davis. They want dollars 

The CHAIRMAN. It is more a matter of dollars than price? 

Mr. Davis. Thev have a 2-vear clip They did not market th 
year before. 

Senator ELLEND@R. They expected a higher price and wool fi 

Mr. Davis. Thev held it for a higher price, the price fell, and now 
thev are dumping it 


The CHatrman. Is this dumping process from the Australian mat 
ket. too? 

Mr. Davis. No, sir. The Australian wool is a finer wool (r- 
gentina does not produce much of that kind. The Australian pric 
has stayed much above that and has rot been affected much by it 
It is marketed in such a way that they have fed it onto the market in 


a rather orderly fashion. 

The CHarrman. There have been plenty of laws on the books to 
cope with this situation, had the law been invoked 

Mr. Davis. That is right. Congress made the law mandatory, but 
it still has not been invoked. 

Senator Winttiams. You may not have the answer to this, but do 
you know offhand when they canceled that stockpiling order? 

Mr. Davis. No, sir It must have been about March 1952 

Senator Witiiams. Do you have any idea how much they pu 
chased under that stockpiling program? Have you heard any figures 
on that? 

Mr. DAVIS I have, but | do not remember It was not a large 
amount. 

Senator WiitiamMs. Did they keep that or dispose of it? 

Mr. Davis. As I understand it, a large part of it has Feen disposed 
of in a sort of, well, it has been related to orders of goods. In other 
words, they have on some occasions bought the fal rics and then 
required that the companies use some of that wool in making up the 
fabrics. 1 believe that is right. 

Senator WiiuiaMs. I should be very much interested because | was 
suspicious of the whole order when it started. I criticized it on the 
floor. Commodity Credit had just disposed of 250 million pounds of 
wool. I think they got around $300 million for it. Then they were 
going to purchase 200 million pounds and estimated the cost at be- 
tween $500 million and $600 million. 

I know the wool market went wild for quite a period. There were 
fortunes made on that deal. Now we find the same group back 
deciding that it is not essential. 

I would like to know if the same fellows made both decisions and 
if they are on the payroll today. I would like to know the name of 
any man who participated in that, and whether he has any connection 
with the wool industry. 
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| put it to you frankly. 

Mr. Davis. That is a Defense Department proceeding. 

Senator Wi_uiAms. It seems to me that it is just a little too much 
of a stupid operation; it is too farfetched. 

Mr. Davis. There were some fortunes made in it. Also some went 
broke, and the wool marketing machinery of this country is weaker 
today because of it. 

Senator Wriuiams. There is no question about it. I do not say 
that it was done, but I say that a man who was on the inside when those 
decisions were made was in a position to make fortunes. You have a 
situation where decisions were made upon which apparently there was 
no basis at all for the decision. I would be interested in knowing who 
made that decision. 

Mr. Davis. I do not know that. That would be outside of the 
Department of Agriculture. 

Senator Aiken, I would like to make a little comment also with 
respect to the point raised by Senator Anderson, and I wish I could 
have made it while he was here. Senator Anderson raised the point 
with respect to marketing and disposition of these products. 

Of course the desirable thing is to try to market the products before 
we get them. There still is this job of disposing of them after we get 
them. We find ourselves, I think, in a rather weak position with re- 
spect to exports. We have got the state trading of certain countries, 
the conversion of currency problem, and we have the fact that for 
15 vears or so we have operated where there has been a market gen- 
erally at our door and we have not had to go aggressively into the mar- 
ket field. 

So industry as well as government is out of the habit of putting forth 
the energy to find markets that needs to be done. We have a group 
working on it in cotton. OFAR, one of its functions, is historically to 
try to implement foreign markets. It is operating at about the lowest 
level today that it has operated since it was set up back in the 1930’s 

The morale there is not particularly high. We are bringing in, 
effective tomorrow, a man to work on this whole problem. You know 
him—F. R. Wilcox, of California. 

He is going to be with us for several months to address himself to 
this whole problem. IL do not know what the outcome will be. I did 
want to make the point that we are very keenly aware of the need for 
action on that front. 

The CHarrMan. In other words, the demand situation since 194] 
has been such that you just have not had to look for markets? 

Mr. Davis. That is right. 

The CHarrMan. If market outlets have not come readily; we have 
come to expect the Government to step in and take it off our hands. 

Mr. Davis. As we see it, it is a problem that is infinitely bigger 
than government. We hope that there will be a mobilizing of the 
forces in industry and trade and commerce and finance as well as 
government to try to move more products, both in our domestic and 
foreign markets. 

The CHarrMaNn. In other words, you hope to instill a little self- 
reliance into the United States population. Do you want to conclude, 
Mr. Gordon? 

Mr. Gorpon. I think that I have covered all that you are interested 
in. 
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The CHAIRMAN. You were down to rosin and tobacco. We do not 
have any great problem with turpentine and rosin. 

Mr. Gorvon. And the tobacco is just cigar tobacco Unless there 
are questions I think I have covered this. 

The CuarrMan. You have some commodities here that apparently 
are never going to be worth any more. We may not have any market 
for them for years. Have you considered getting rid of them and 
taking ; loss and st ting with a clean slate? 

Mr. Gorpon. Yes, s 

Mr. Davis. How ng you do that without depressing your current 
market? 

The CHaArRMAN. That is a question for the Commodity Credit 
Corporation to answer. 

Mr. Gorpon. And one we are going to address ourselves to 

The CHarrMan. That is pure y an executive determination 

Senator WituiAMs. It is easy to look back and find mistakes, | 
recognize that. Nevertheless in ‘the past we have passed many 
golden opportunities to get rid of the surpluses when the Commodity 
Credit Corporation could have realized a profit and at a time when 
the American people needed it. I know in the past 5 years there 
were many times when there was a national shortage of corn from a 
feeding standpoint in this country. Many times the millers were not 
able to get all the cood corn that the ‘vy wante dd. It seems strange now 
to find that we had several hundred million bushels of corn in Govern- 
ment warehouses hoarded. 

L wonder what some of these statements about the hoarders and 
unscrupulous men as referred to by the past administration are, and 
who they were talking about. I wonder if they were stepping on their 
own toes. I notice in this report that went into the record, Mr. Chai 
man, presented by Mr. Gordon, regarding the average monthly pric¢ 
of corn, in December 1952, $1.50, and at January, $1.48 at the farm, 
which is about 20 percent higher than at any of the months on this 
chart prior to the outbreak of the war in Korea 

When we hear so much about the declining farm prices it is perhaps 
to be attributed to the better outlook of peace in this country rather 
than a change in administration, because we find that the corn price 
here advanced only after the Korean war broke out and began 
declining after it looked like we might achieve peace. 

The CuHarrMan. Is there anything further? 

Mr. Davis and Mr —, we thank you for coming up here with 
the members of your staff to give us such information as you had 
available for us. 

Mr. Gorpon. Would you still like the comparison that you indicated 
at the beginning of my report? 

The CuarrMan. I think so. I think for your own good you should 
wipe the slate as clean as you possibly can, get the most accurate 
inventory of what you have on hand that you can get. 

Senator WiLLi1AMs. We need an accurate inventory in the country, 
for your own good. 

Mr. Davis. We will be glad to provide the Congress that, and we 
will. 

The CuartrMan. You should establish some system whereby you 
can tell us on short notice just where you stand at any time. 

The committee is adjourned. 

(Thereupon, at 4:15 p. m., the committee adjourned 
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